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PROCEEDINGS
(9:05 a.m.)

MS. ROOKER: Thank you so much for coming to
Washington in this wonderful weather.

(Laughter.)

And we particularly did a good job for you this
week. It's really going to be bad tomorrow, you think
today's bad, especially for those of you who come from the
West Coast who delight in their lovely weather, well, we're
punishing you.

(Laughter.)

Actually, it's really astonishing that for a
meeting in August that we have so many people attending
today and we thank you.

There have been a few changes that we've had since
our last meeting. Lyla Locks is no longer with Quest. We
thank her for the time that she served on the committee.
She's starting her own business and we wish her luck there.

Micaela Tucker is not with us today but she's
joining us by conference call. Jim Tobias is going to Chair
the Disability Subcommittee Meeting today in her absence.

Now I would like to tell you something. The
Disabilities Subcommittee has really been busy this summer
and they've made a great deal of progress in arriving at
their list of priority issues for the committee, for their
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4
proposal to the committee. Now if I'm being too subtle --

(Laughter.)

-- that is a hint for the other two subcommittees
that you have some work to do. So I've never been noted for
subtlety.

(Laughter.)

We have two newly appointed FCC Commissioners who
will be joining us this morning, Commissioners Michael Copps
and Kevin Martin. Commissioner Abernathy is traveling and
Chairman Powell is Jjust back from travels and we're hoping
that he'll be joining us today if he has an opportunity.

Also, we're delighted to have Dane Snowden here.
This is his first meeting as a Consumer Information Bureau
Chief and we're delighted to see him. He'll be spending
most of the day with us unless the Chairman calls.

Now let's just -- I think if the Chairman calls
he'll probably leave. Now I'd like to go around the room
and let the people at the table just very briefly say your
name and the organization or company that you represent.

I'm Shirley Rooker and I'm the President of Call For Action.

MS. STRAUSS: Karen Peltz Strauss, Deputy Bureau
Chief of the Consumer Information Bureau.

MS. EGLER: Margaret Egler, Associate Bureau
Chief, Consumer Information Bureau.

MR. BRENNER: Daniel Brenner, National Cable and
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Telecommunications Association.

MS. ALWARD: Rayna Alward, Executive Director of
the Mitsubishi Electric America Foundation.

MR. BECKER: Gil Becker, National Association for
State Relay Administration.

MR. SCHROEDER: Paul Schroeder, President of
Alliance Republic Technology.

MS. NIXON: Shelley Nixon from Cabrini College.

MS. NELSON: Belinda Nelson, Gila River
Telecommunications.

MS. PALMER: Susan Palmer, Cingular Wireless.

MR. TOBIAS: Jim Tobias, Inclusive Technologies,
Customer Accessibility Solutions and the International
Coalition of Access Engineers and Specialists.

MS. RUBY: Laura Ruby, Microsoft.

MS. CARROLL: Julie Carroll, The Information
Technology Technical Assistance and Training Center.

MR. ELLIS: Rich Ellis from Verizon.

MR. JACOBS: Steve Jacobs from Ideal at NCR.

MS. WILLIAMS: Andrea Williams from CTIA.

MS. LINKE-ELLIS: ©Nancy Linke-Ellis from TRIPOD
Captioned Films.

MR. GOLDBERG: Larry Goldberg from Media Access at
WGBH.

MR. CHROSTOWSKI: Rob Chrostowski representing
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TIA.

MS. BATTAT: Brenda Battat from Self-Help for Hard
of Hearing People.

MR. LANGE: Any Lange from CSD.

MS. KIRSCH: Hi! 1I'm Karen Kirsch from the
National Association of Broadcasters.

MR. KALTENBACH: Matt Kaltenbach, Ericsson.

MR. SEGALMAN: Dr. Bob Segalman, Speech-To-Speech.

MR. BAKER: Chris Baker with AARP,

MS. WALLS: I'm Karen Walls with TRAC,
Telecommunications Research and Action Center.

MR. McELDOWNEY: Ken McEldowney from Consumer
Action.

MR. GASKINS: Joe Gaskins from ConnectBid.

MS. GRANT: Susan Grant, National Consumers
League.

MR. DelCasino: Mike DelCasino, AT&T.

MR. SNOWDEN: Dane Snowden, FCC.

MR. MARSHALL: Scott Marshall, FCC.

MS. ROOKER: Thank you and welcome.

I would like to thank some people for today's
meeting, Susan Palmer and Cingular Wireless for their
contribution making it possible for us to provide you a
continental breakfast and lunch today.

Also thanks to Steve Jacobs and NCR Ideal because
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7
their contributions towards travel expenses for some members

of our committee have made it possible for those people to
attend.

Sprint also very generously contributed
teleconferencing services. Their representatives are not
with us today, but they made it possible for us to have
several telephone calls to develop the agenda today. So if
you don't like the agenda you can shoot Sprint.

The conference calls to the three subcommittee
Chairs, Micaela Tucker, Andrea Williams and Ken McEldowney
were very helpful in putting together today's agenda. You
can also blame them.

We would also like to thank Andrea and Ken for
their leadership with respect to the discussion that we're
going to have today on universal service. Andrea has
provided written -- some comments that she has received from
members of the committee on the issue that will be passed
out when we start the discussion.

We're being very ambitious for a new group in that
we're trying to reach a consensus and make recommendations
to the Commission on Universal Service Fund. That's the
good news. The bad news is that we're going to have to do
it today because of the time restraints on the Commission.
I don't know whether that will be possible or not but
certainly we have our work cut out for us.

Heritage Reporting Corporation
(202) ©28-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

So, consequently, we have a very tight agenda
today. I plan on using my gavel if necessary, not to hit
you but just to hit this lovely little thing in front of me.

Now I would also like to thank some people who
have done significant work on this committee for -- Karen
Peltz Strauss, who's the Deputy Bureau Chief of CIB; Janice
Wise for her marvelous work in the logistics and putting
things together for us; and there's so many FCC support
staffers, too many to mention, but thanks to all of you.
You've done great work and made it possible for us.

I'd also like to recognize Margaret Egler, who is
the Associate Bureau Chief for Policy. We are pleased that
she's joining us today and, of course, my special thanks to
Scott Marshall, who is such a delight for me as the Chair to
work with.

Scott is going to fill us in on today's meeting.

MR. MARSHALL: Thank you very much, Shirley. Good
morning and welcome to everyone.

I was given the awesome task of giving you the
details about the important things about this meeting. We
heard you last time and we're fully aware that there wasn't
enough coffee during the morning.

So since this group obviously runs on caffeine we
will have a coffee replenishment mid-morning and our box
lunch, again courtesy of Cingular, at noon. Hopefully, then
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we'll be very much ready to go for developing
recommendations on universal service this afternoon and then
finishing our business late in the afternoon.

Restrooms, should you need them, are to my right
out of the door, the far most right to my right door of the
Commission room Jjust straight across the hall, a few steps
forward, make a left and you have both men's and women's
rooms there.

Similarly, if you should need a telephone, right
out that same door and make a sharp left and go down the
hallway and you'll find public phones including a phone
that's TTY-equipped, which I didn't test on Friday and
Janice, who's my detail person, please remember to hit me
over the head if I don't do that next time.

If you have any needs during the day just ask one
of us. If you need any assistance with getting lunch,
getting something read. As Shirley indicated, we're going
to be processing a lot of information here today and we want
to make sure that all of the accommodations run well and
that your needs are met so that we can have a very
productive meeting. Thanks a lot.

Shirley?

MS. ROOKER: Okay. Thank you, Scott.

It gives me great pleasure to introduce Dane
Snowden to you. I had the pleasure of talking with Dane
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earlier last week and I think he impressed me greatly. He's

the new Chief of the Consumer Information Bureau. He's
really jumped into his job. His goal is to represent the
issues of consumers.

Before joining the FCC he was Vice President of
Mission Fish.com. He was also Vice President with America's
Promise and he has a long list of impressive
accomplishments, but why don't we let him speak for himself?

So join me and welcome Dane Snowden.

(Applause.)

MR. SNOWDEN: Thank you, Shirley.

They told me that I was supposed to speak from
here that's why I'm following my directions explicitly.

(Laughter.)

On behalf of the Commission and the Consumer
Information Bureau I want to welcome you here today for the
second meeting of the Consumer/Disability Telecommunications
Advisory Committee.

I thank you for coming and for your time both here
today and for the time you give when you are in meetings
outside of our scheduled meetings here. Our heartfelt
thanks are in order to Shirley, who has been the Chair of
this Committee, for her continued leadership, and to Scott
Marshall, who among many things has kept me in line and has
also pulled together a great team of FCC staff to ensure
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11
that we have a successful meeting today. So thank you both

for that.

I'm happy to acknowledge two of our newest
Commissioners who will be joining us today, Commissioner
Copps and Commissioner Martin. Their participation
underscores the importance of the Committee's work in a way
that little else could. Their participation also includes
and indicates a strong signal that consumer issues are a
central concern to them specifically and to the FCC as a
whole.

During the inaugural meeting in March it became
especially clear that the Commission should regularly and
deliberately make information available to the community and
to this committee, as well, and to the general public.

Since that meeting we have created a consumer
information e-mail service for the public and have also
created a special list for the Advisory Committee, to whom
we now forward a variety of informational materials
including announcements, articles, speeches, press releases
and public notices.

To prepare for this second meeting there have been
two teleconferences, as Shirley mentioned, with the
subcommittee Chairs to develop the agenda, which include
several items that the Committee requested back in March.

I should also mention that one of the advisory
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subcommittees, as Shirley said also, the Access by People

With Disabilities group has already established a list of
priorities to govern its discussions and activities. If I
could join Shirley, I will put my pitch in to encourage the
other two subcommittees to do the same.

Of course, the essence of an Advisory Committee
like this one is two-way communication. We will continue to
ask for your ideas and comments on significant issues before
the Commission and, in turn, we will consider your
recommendations when we make policy.

It will be our goal to also provide you with the
flow of information you need to understand the Commission,
our process, and to keep you up to date on areas requiring
subject matter expertise.

On today's agenda, Anita Cheng, who is the
Assistant Chief for Accounting Policy Division in the Common
Carrier Bureau, will provide an overview of proposals for
contributions to the Universal Service Fund or USF. It is
our plan to have subject matter experts like Anita from the
Commission available to provide current information on
significant topics at every meeting.

In addition, Marsha MacBride, Chairman Powell's
Chief of Staff, will join us to outline the Chairman's
consumer policy and other challenges facing the Commission.

Finally, I want to emphasize our plans in the
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Consumer Information Bureau in the coming months to

proactively work with a broad group of consumers not just
the telecommunications professionals inside the Beltway, but
the average American whom the Commission is here to serve.

We intend to broaden our reach to include all
consumers, even those who up to now have only seen the
letters "FCC" somewhere on their telephone bill or on the
metal tag of their computers. We want everyone to know who
we are, what is available to them and what we as an agency
can do to serve the public interest. 1In other words, we
want to widen our tent to connect and share important
information to the consuming American public.

Right at the top of my list of things to
accomplish this year is to make the abstraction of the
Universal Service Fund into a concrete reality for people
who are entitled to take part in the USF lifeline and link-
up programs but who do not know what the programs are or how
to take advantage of them. You can be assured when you make
your recommendations today we'll be listening.

With the converging of so many technologies today
coupled with the competitive marketplace it will be
essential that the Consumer Information Bureau have an
aggressive outreach focus to our colleagues within the FCC,
the industry, the states and, of course, consumers
themselves.
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It is also important that we increase our policy

focus within the Bureau. I will count on this Advisory
Committee to help me in accomplishing this plan.

Before I turn the proceedings over to Commissioner
Copps I want to mention that I spoke with both Chairman
Powell and Commissioner Abernathy, who couldn't be here
today. They send their regrets and are confident that their
fellow Commissioners will convey the importance, all five
Commissioners consider your contributions to the Advisory
Committee.

Commissioner Michael Copps joined the Commission
earlier this spring and he brings with him a wealth of
experience in various areas, especially commerce.
Commissioner Copps was Assistant Secretary of Commerce for
Trade Development at the Department of Commerce before
coming to the FCC and he has emphasized many times the wvalue

he perceives in partnerships between government and

industry.
It 1is my pleasure to introduce Commissioner Copps.
(Applause.)
COMMISSIONER COPPS: Thank you, Dane, and good
morning.

On behalf of Chairman Powell and all of the
Commissioners and all of staff I want to welcome each and

every one of you here to the FCC. Normally I really do
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prefer to sit at the table but since Shirley was threatening

everybody with being physically damaged with that gavel I
guess I'm happy I'm up here.

(Laughter.)

I'm looking forward to working with this group and
working with the other Advisory Committees to the FCC during
my tenure here. I don't say that lightly. I am a huge
believer in the value of partnership, stakeholder outreach,
private sector/public sector, working much more closely
together.

I did have the privilege at the Department of
Commerce to have responsibility for all of our 17 industry
sector advisory groups there including information
technologies and e-commerce. We had four industry
functional advisory groups and the input of those groups was
absolutely critical to the work we were doing in
international trade.

I can't imagine what a North American Free Trade
Agreement or an Uruguay Round or any trade agreement would
look like if it was just left to government to negotiate it
without the input of business, without the input of all of
the stakeholders. So I think you're doing critical work and
I want to be a part of that.

I hope we'll get to see the product of your
deliberations as they unfold. I know you report directly I
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think to the Chairman but I trust that all of the

Commissioners have access to whatever you're doing and full
entre to what you are doing.

I guess I'd just offer one piece of advice, this
is such a huge multi-faceted, multi-dimensional industry as
I am finding more and more every day. Even the items of
jurisdiction under this advisory group are so widespread, so
multi-faceted, that you can't address them all.

So my word of advice I guess to the group and to
the working groups that constitute the task force is to make
sure you priorities very carefully, don't bite off too much,
pick a couple of things to do each year, two or three or
four or whatever it is, get them done, focus on those. Keep
the spotlight on those. I think it's much more effective
that way than trying to address everything and not being
able to make too much progress.

I very much like the focus particularly of this
advisory group. I like the outreach to non-traditional
stakeholders. Non-traditional stakeholders can sometimes,
very frankly, complicate the life of an advisory group, make
the achievement of consensus occasionally more difficult.
But in the final analysis, all Americans are stakeholders in
this great telecommunications revolution. We need all of
their input. We need all of their best thinking and advice
and counsel.
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So I'm happy to see that we have representation

out here from not only traditional stakeholders but non-
traditional stakeholders, as well. Frankly, the way some
parts of industry wail and flail at each other I don't know
that adding some non-traditional voices really complicates
matters all that much.

(Laughter.)

So I'm delighted to see that. I very much like
the focus on disability issues. The first speech and the
first outing I made as Commissioner here about five or six
weeks ago was to go to Sioux Falls, South Dakota for the
telecommunications for the deaf and communications services
for the deaf meetings out there.

I was tremendously impressed at what I saw and I
was also kind of hit over the head when I found out that the
unemployment rate among the deaf and hard of hearing was
something in the order of 75 percent, which I found Jjust
about incomprehensible.

But I was tremendously impressed Jjust at seeing
the -- two things I guess impressed me; (1) was the
determination and the commitment of the community to get
some changes made and to make sure that all Americans were
taking part in the telecommunications revolution; and (2)
was the promise of the new technology that I saw out there
which I think just has so much potential for improving the
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lives and allowing the maximum input of the talents of the

deaf and hard of hearing to this country of ours. So I was
really moved by that experience.

I would just note that in October I think -- isn't
it Karen? October 10th?

MS. STRAUSS: Yes.

COMMISSIONER COPPS: When we're having the
conference and the exposition here at the FCC. I'm sure
many of you will be back for that.

What I told the folks out in South Dakota was when
you come don't come alone, bring some of your community
leaders with you. Come a day or two ahead of time and go up
to the Hill. Write them before you come and ask your
Congressman and Senators or their staff people to come down
here and listen to you, to get an understanding of your
problems and your issues and the solutions that you're
talking about and let them see the technology, let them see
what they ought to be encouraging and creating an atmosphere
to encourage.

So I think that could be a red letter day, a
really big day, for that particular community and for all
the work you're doing in consumer outreach if we really plan
that right leading up to the 10th of October and get folks
down here and really publicize what we're doing.

So much of this is a question of outreach, it's
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how do we get the word out? How do we get the word of the

problem out? How do we get the word of the solutions out?
I can think of no better group to come up answers to those
problems and challenges than this particular one.

We're delighted to have you here. You have a lot
of people working very hard in this Commission with Karen
and her group and people throughout and all of the
Commissioners, too, I think who want to be of assistance.

So I'm looking forward to working with you. I'm delighted
you're here today and I hope I'll have the benefit of seeing
you many times in the months and years ahead.

Thanks a lot.

(Applause.)

MR. SNOWDEN: Thank you, Commissioner Copps.

Right on schedule is Commissioner Martin. I
should mention that Commissioner Tristani, who 1is very
familiar to this group here, was unable to join us and she
has been, as many of you all know and everyone in the
Commission, a strong supporter of this advisory group in the
work that this advisory group has been doing for the past
couple of months. Actually before this was even an advisory

group, she has been a strong supporter.

Commissioner Michael Copps has just joined us. He
has joined the Commission as —-- excuse me -- not Michael
Copps -- Commissioner Martin has recently just joined us
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this past spring having recently been at the White House as

a Special Assistant to the President for Economic Policy.

He is a familiar face around the FCC having served
as an advisor to former Commissioner Furchgott-Roth. It is
my pleasure to introduce Commissioner Martin.

(Applause.)

COMMISSIONER MARTIN: Good morning everybody.

I just wanted to really come and welcome everyone
here and introduce myself and tell everyone how much I
appreciate all of the work that they are doing and how
important it is the role that you all play.

The issues of making sure that everyone has as
much access to telecommunications as possible is one that
everyone here at that Commission is committed to. I think
it's important that the guidance that you all provide for us
and how we can be approaching the issues is critical to our
implementation of that.

I know that everyone, as I said, at the Commission
is committed to it. This is one issue in which there isn't
any divisions among the Commissioners, it's only a question
of what things we can do to try to accomplish that.

So, again, I really just wanted to come today to
make sure I had the opportunity to introduce myself and to
thank you all for all of your efforts and hard work. Thank
you.
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(Applause.)

MR. SNOWDEN: I'm sure on behalf of the Advisory
Committee we thank both of you for taking time out of your
schedules. We know that you have a busy day today so we
appreciate the time you have given us and we look forward to
working with you throughout the coming months as time goes
on.

With that, I turn the meeting back over to you,
Shirley.

MS. ROOKER: Thank you, Dane. Thank you,
Commissioners Copps and Martin for joining us this morning.

Let's go to our minutes. The next agenda item is
the minutes of the March meeting, but before we get to that
Karen Peltz Strauss will give you a brief overview of the
meeting that was referred to by Commissioner Copps.

MS. STRAUSS: Thank you, Commissioner Copps and
Commissioner Martin for --

MS. ROOKER: Not on mike.

MS. STRAUSS: I'm on now, okay. Thank you for
your remarks and thank you, Dane.

I just wanted to let you know that on October
10th, as Commissioner Copps mentioned, we are going to be
having another forum at the Commission, a sort of
forum/conference/workshop/exhibition on telecommunications
relay services.
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The day will be devoted to talking about outreach

for 711 access. As you know, that's access to relay
services nationwide through the 711 digits, as well as
quality issues, as well as new technologies including
technology that involves the use of captioning and relay
services, a kind of a joint venture.

IP relay, that's internet telephony relay. We're
still exploring the different technologies that we want to
look at but one of the things that we will definitely be
having is an exhibition hall with 25 to 30 exhibitors with
all kinds of new technologies. Not only relay service
technologies, but various technologies to enhance
telecommunications accessibility.

We welcome you all and hope that as many of you as
are here can attend and bring your friends and colleagues.
Thank you.

MS. ROOKER: Thank you, Karen.

I would like to first make sure that the phone is
working. We have Kathleen, David and Micaela on the phone.

Are you there?

MS. TUCKER: Yes. This is Micaela.

MS. ROOKER: Hi, Micaela.

Anybody else on the phone?

(No response.)

MS. ROOKER: Not yet? Okay. We hope they'll be
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joining us a little bit later.

But at any rate, the next item of business is the
minutes of the March meeting, which I believe they have been
mailed to you and they're also in today's packet.

At this time I would entertain any suggestions,
amendments, or what have you to the minutes.

Yes, Steve?

MR. JACOBS: I'm not on. Now I am. Just one
minor correction. I believe in the beginning of the notes
it mentions -- it refers to ADA where it should refer to
Section 255.

MS. ROOKER: Okay.

MR. JACOBS: I don't have my minutes in front of
me but --

MS. ROOKER: Okay.

Brenda?

MS. BATTAT: It's on page two, paragraph one, two,
three, four down.

MR. JACOBS: Thank you.

MS. BATTAT: Section 255 of the ADA instead of
Section 255 of the Telecom Act.

MS. ROOKER: Okay. Do we have that --

MR. JACOBS: Right. Just a minor correction. I
have it.

MS. ROOKER: All right. That's been duly noted.
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MR. JACOBS: That's it.

MS. ROOKER: Do we have any other comments?

A PARTICIPANT: Yes. Is there a prize for someone
who finds a typo?

(Laughter.)

MS. ROOKER: Typos? My goodness! There is.

We're having a competition later.

(Laughter.)

A PARTICIPANT: I believe on page six at the
beginning of the first paragraph is that -- are we talking
about conservation or conversation?

(Laughter.)

MS. ROOKER: Okay. Do we have any other comments
on the minutes?

Yes, Susan?

MS. GRANT: I think there was some discussion
about wanting some feedback from the Commissioners to the
recommendations and discussions that we have at the
meetings.

I note that in the minutes that we have in the
meetings I note that in the minutes it refers to the
possibility of having meetings with the Commissioners but in
addition to that I believe that the suggestion was made that
if there was some way of getting their reaction it wouldn't
necessarily have to be a meeting with them to accomplish
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that. That it would be very helpful for us and I don't see

that reflected here.

MS. ROOKER: Okay.

We have three items; a typo, a reference to the
ADA Section and to the feedback from the Commissioners on
Susan. I think those things probably need to be put in the
form of a motion to amend the minutes.

Do I hear a motion?

A PARTICIPANT: So moved.

A PARTICIPANT: So moved.

MS. ROOKER: Second?

All right. With those amendments do we hear a
motion to accept the minutes?

A PARTICIPANT: So moved.

MS. ROOKER: Okay. Seconded. All say aye.

ALL: Aye.

MS. ROOKER: Any opposed?

(No response.)

Okay. We got the minutes through. Thank you.

Now to another order of the item of business,
which is the Committee membership.

You're probably aware that when this Committee was
being formed that I think there were 80 some individuals and
groups and companies that applied for membership on the
Committee and the process ended up with 40 people becoming
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members. That was done some time ago.

There have been three applications for membership

on the Committee. They are U.S. Telecomm Association, the
League for the Hard of Hearing and Siemans. It's our
responsibility -- I'm sorry --

A PARTICIPANT: Sorry.

MS. ROOKER: Oh, excuse me.

It is our responsibility to recommend to the Chair
whether we -- the Chairman whether we think these
applications should be accepted. There are a number of
things to consider, size, the timeliness of the nominations
or the applications and also keeping in mind that we're here
for two years. When those two years up the Committee will
be reformed.

So, at any rate, I put those things out to you but
what I would like to do is open the floor for discussion to
hear from the various panel members, Committee members.

Ken?

MR. KALTENBACH: Yes, Shirley. Thank you. Am I
on or off?

A PARTICIPANT: You're on.

MR. KALTENBACH: I am? Okay.

Yeah, I mean I think that certainly we would
benefit from sort of the comments from the folks who -- you
know, who applied to be on the Committee as well as we
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probably would have benefitted from the 35 or 40 groups and

companies that applied before who wanted to get on.

I guess what my real concern here is that I think
that the Commission staff and the Commission itself went
through a very lengthy process in terms of soliciting people
who wanted to apply to be on the Committee and then a
selection process to end up with a group that's sort of
really very well -- you know, sort of reflected the various
interests.

I guess I would, upon reflection, oppose adding
new groups right now especially since, in essence, there's a
waiting list of some 35 entities that applied by the
deadline to be on this Committee. I think that to accept
these three new groups without, you know, accepting the ones
that are on the waiting list I think would be inappropriate.

So I think that my suggestion I guess to the
Commissioner would be that we should keep the Committee
membership as it is. If any vacancies occur that we could
consider replacing them from folks who are on the waiting
list, but certainly two years from now when it's
reconstituted not only the people on the waiting list but
the people who have now applied could be considered for
membership.

MS. ROOKER: Okay. Thank you, Ken.

Larry?
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MR. GOLDBERG: I guess 1I'd like to provide a

counterpoint to that in that I know quite well at least two
of the members who have -- two people who have asked to join
the Committee and I think we know from many of us who are on
such Advisory Committees a lot of the work is done by
collection of five or six very energetic individuals with
less occasional contributions from many others.

So the organizations that are looking to join in
are also individuals who by their own histories and
experiences could contribute quite a bit to the work this
Committee is doing. I would actually recommend being more
inclusive and opening up to those applicants having made the
effort to come here, want to join in. I think they'll
provide some additional energies to the work we're doing.

MS. ROOKER: Okay. Thank you.

Jim?

MR. TOBIAS: I'm going to try to split the
difference between Ken and Larry and see if I can slide in
there. I think I'd like to thank the Chair for recognizing
the contributions that we've had electronically on the
disability subcommittee.

I'd like to turn the focus away from formal
membership on the Committee to the view that what we should
be doing is opening up the proceedings of the Committee and
the ability to contribute much more broadly and especially
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using electronic media to do that.

I'd like to see the existence of this Committee
and its subcommittees be disseminated widely and requests
for comments from the public actively solicited. You know,
there are many of us who don't have the opportunity to live
in the charming weather that the Washington, D.C. area
affords us and they have, you know, many useful and relevant
things to say.

So I would -- I guess I would speak against
changing the size or the membership of the Committee,but as
I think we've already seen from some of the people who are
applying, more actively involve them in the activity of the
subcommittees and the Committee as a whole.

MS. ROOKER: Thank you, Jim. Some interesting
thoughts.

Susan?

MS. GRANT: That is an interesting idea, to
include non-members of the Committee where they can be
helpful to the subcommittees in their work.

I have an overall concern about the makeup of the
Council even as it stands now. There are -- there's a
majority of one in terms of consumer/disability versus
industry. I don't mean any offense to the present or
potential industry members, who I think make really valuable
contributions to this council, but it is the Consumer and
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Disability Advisory Council.

I think that it should have a stronger majority
than it even has now of consumer and disability groups,
especially since it appears that we're going to be voting on
policy issues. So my objection to these applicants is that
it would shift the balance of the Committee.

MS. ROOKER: Okay. Thank you, Susan.

Do we have other comments? Who have we got down

here?

Paul?

MR. SCHROEDER: Thanks. Paul Schroeder. I would
concur with both of these comments. I would very much like

to see us work to include more voices in our subcommittee
deliberations and I strongly agree with Susan, that we're
already -- 1f I were looking to rebalance the council I
probably would want us to do an overall examination of that
and look at what groups are adequately represented and which
ones perhaps aren't.

Much as I know these individuals, at least two of
them would bring a great deal to our deliberations as a
council. I know they would also bring a great deal to the
subcommittees, which is I think where we can most make use
of them.

The reality is that in terms of people and
representation those concerns are adequately represented on
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the council at least in numbers. Now we will decide whether

those people are adequate representatives of those
interests. But they're here and I think if we're going to
start looking at making recommendations to the Chair and the
Commission about membership in the council we should
probably do it on a more deliberate basis and take a look at
what groups are adequately represented.

Do we have an adequate consumer and disability
representations, for starters? Then what segments of the
industry are not adequately represented here?

MS. ROOKER: Thank you, Paul.

Paul brings up an interesting point because we are
required to have a balance on the Committee, so that is a
consideration.

Also, one thing that Scott was reminding me that I
would like to point out is that the LIST SERVS are open to
everyone. If you want to be a member of -- be on the LIST
SERV for any of the subcommittees you can do so. I think
you only have to let Scott know and he's the magician who
makes it happen.

So I would invite any of you who want to -- if
you're on one subcommittee and you want to participate I've
been -- I'm on all three. My e-mail's very busy, especially
from the disabilities community subcommittee.

But at any rate, I would invite you -- keeping
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that in mind, anyone, you don't have to be a member of the

Committee to participate in this LIST SERVS.

All right. Let's welcome more comments.

Rich?

MR. ELLIS: I find myself very conflicted here.

At first glance I thought this Committee was too big to
begin with even though with the all the great people around
the table it's just a lot of people to discuss things.

So my first inclination was to keep the Committee
membership where it was, but on further reflection, you
know, speaking from the industry point of view, I think that
the USTA membership application deserves some support and
some consideration. USTA represents telecom companies small
and large and I think they would bring a valuable
perspective to our discussions here.

I agree with Susan that we would have a good mix
of consumers but I also think it's good to have industry
represented fully and USTA would bring balanced
representation of the industry side.

MS. ROOKER: Thank you, Rich.

Karen was just reminding me, also, that anyone can
participate in the subcommittee meetings, they are open.

So -- have I got that correct?

MS. STRAUSS: Yes.

MS. ROOKER: Yeah. Okay. So I want to make
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certain that we understand that nothing is closed, that it

is open for anyone who wants to participate, so -- but that
doesn't finish the issue here before us.

Now do we have other comments?

MS. O'REILLY: This is Kathleen O'Reilly. Could
you tell me where on the agenda you are at this point?

MS. ROOKER: Yes. We're at the point where we're
talking about the acceptance of three new applicants for
membership to the Committee and we're just going around the
room getting comments on that.

The three applicants are U.S. Telecom Association,
League for the Hard of Hearing and Seimans.

MS. O'REILLY: All right. I'll wait for my turn.

Thank you.

MS. ROOKER: Oh. If you have a comment, Kathleen,
go ahead and make it in terms of the membership.

MS. O'REILLY: Yes. In reviewing both the
original charter and the FACA statute and so forth and the
definition of balance.

I guess the question I have is that given the
mission of what is clearly designated a consumer and
disability committee I had not expressed any concerns at the
first meeting about the participants who were from industry
because it was really clear from their participation that
they brought to the table a technological expertise on
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issues related to equipment and very specific disability

talent that we could very well benefit from.

My experience in the subcommittee was that those
industry participants by their comments and by their votes
seem to understand and be committed to the more narrow
consumer disability goals of the Committee.

I'm, on the other hand, quite concerned about this
application from USTA because I think it really challenges
us to take a different look at what balance is intended to
be and how we would navigate conflict of interest concerns
because I would ask that at a minimum the USTA member or any
other industry member who is not there merely because of
their technological expertise on disability issues help us
understand how they would be able to vote on issues where it
may be in the interest of the consumer community -- you
know, community or the disability community to take a
particular position.

But that would be a position very much at odds
with their own employer. So that is one approach to it.

Another approach is in my view the balance
identified in the Telecom Act and balance is often
interpreted by NIH committees and Justice Department
committees is looking more for balance within the
participation of that committee.

So, for example, this being a consumer and
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disability telecommunications committee I would say that the

balance being strived for is a balance of consumer points of
view and disability points of view to make sure all of the
various disabilities are included and that the wvarious
consumer sectors.

So I would argue that at the front end it's
questionable whether industry should have been brought into
this Committee at all. But again, based on my very positive
experience on that front from the first meeting my concern
now is more narrow and I think it's something that is going
to represent a real challenge to the Committee if we intend
to be and hope to be effective.

MS. ROOKER: Thank you, Kathleen.

Yes, Bob Segalman?

MR. SEGALMAN: I want to echo Kathleen. I'm very
concerned that the overrepresentation of industry on the
Committee --

MS. ROOKER: You're not on the mike. I'm sorry.
Let's see if we can get that fixed. It just went out. It
was humming. Okay. Thank you.

MR. SEGALMAN: I'd 1like to echo Kathleen, that I'm
very concerned about the overrepresentation of industry on
the Committee.

MS. O'REILLY: I'm sorry. Who is speaking?

MR. SEGALMAN: Because it puts a big burden on the
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consumers and the disability people. We have to speak much

more often and much louder to make sure that there is a
balance. If we had more disability people it would be
easier on those disability people. Thank you.

MS. ROOKER: Thank you, Bob.

Do we have other comments?

Susan Palmer?

MS. PALMER: I just -- okay. Am I up? Okay.
Great.

I just wanted to approach this as a pragmatist. I
do have concerns that the Committee is very large now. I

also believe that the people who are applying are great
individuals, they have a lot of background and I think that
their work in a subcommittee would be fantastic.

In terms of consumer representation, I don't know
a wimp among this group. So I'm hoping that people feel
perfectly comfortable.

I would rather spend more time moving forward on
issues. I'm concerned that if every meeting we're trying to
add new people and we're trying to rebalance it it could
become a powerplay and I don't want to be in that situation
because I think we have good representatives who are
committed to the issues here.

I do, however, want to echo Jim's encouragement
for outside participants in the subcommittee. We know that
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that's where the majority of the work is done, but I don't

want to come back every meeting and say, "Okay. How can we
balance this in one favor or another?" I don't think that
this is what this group wants to deal with.

So 1f we could -- you know, my suggestion is we
keep the larger group as it is, that we keep the
subcommittees as open. If people have concerns that they're
not being balanced or there's too much push one way or
another that we take responsibility for addressing that and
raising the level of awareness for whatever group we're
representing or on whatever side of an issue we have and
move on.

MS. ROOKER: Thank you, Susan. Very provocative.

Andrea®?

MS. WILLIAMS: I have been quietly sitting here
listening to comments in terms of whether we should broaden
the Committee, Advisory Committee; whether we should have
one type of committee members more than the other.

I agree with Susan in terms of the purpose of this
Committee is to advise. It is not a situation I don't
believe where there would be powerplay. I decided to be on
this Committee because I thought and CTI thought that this
was going to be a Committee where there would be sharing of
information.

It's a little -- I find it a little disconcerting
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to think that we can sit here around this table and discuss

telecom issues and not have telecom industry representatives
on the Committee in terms of the balance.

You know, for the last let's say 25 years it has
been an us versus them, consumers versus industry. I think
one of the things that we have found in the wireless
industry is it doesn't have to be that way. It doesn't have
to be us versus them. It can be a partnership that can work
very, very effectively. Yes, we may not always agree, but
there are areas that we can agree on and those are the areas
that we should push forward as an advisory committee.

I know this afternoon when we talk about Universal
Service Fund there may be areas where we're so diametrically
opposed and in those areas we may never come to consensus.
To be perfectly honest with you, I wouldn't want to waste
the Committee's valuable time and efforts on that area where
we are diametrically opposed.

But let's do spend the time on areas where we can
come together with some consensus because at the end of the
day what the Commission wants is advice, not Jjust from
consumers, not just from industry, but from all of the
stakeholders.

For those areas where there can be consensus it
makes the Commission's job that much easier that they only
have to deal with the really, really tough issues.
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In terms of rebalancing the advisory committee, I,

too, agree right now. I had some concerns because this
Committee is very large. I suggest that in terms of
subcommittees that that, as everyone has noted, is where the
work gets done and that those who have applied for
membership consider being participants, active participants,
on the subcommittees. Thank you.

MS. ROOKER: Thank you, Andrea.

Brenda?

MS. BATTAT: I also —--

MS. ROOKER: It will turn on. Just --

MS. BATTAT: 1Is that working?

MS. ROOKER: Yes.

MS. BATTAT: I also support work on the
subcommittee, particularly the three groups that have
applied. The industry person has a tremendous amount of
background in the whole Section 255 area and that's a very
good example of where consumers and industry work together
and learned a lot from one another. I really hope that that
particular person will participate in the subcommittee
because he can bring a lot of the background.

The other -- the league is a consumer stakeholder
that maybe we don't have represented here, which is a
service provider. I think most of the other consumer groups
here are consumer grassroots organizations, but we don't
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have a service provider represented and the league would

bring that perspective.

So I very much hope -- and USTA, of course, brings
another perspective from the smaller industry telephone
companies. So I really hope that they will actively
participate. I don't see how we can get anybody else around
this table if you decide to expand the Committee. Can you
give us a little more --

(Laughter.)

-— a little more space?

MS. ROOKER: Yes.

Just a minute , Karen has a comment.

MS. STRAUSS: I just wanted to clarify that there
actually are service providers on the Committee, the caption
centered WGRH, and Maryland Relay. I might be missing any
other -- any others, but there are at least those two.

A PARTICIPANT: National --

MS. STRAUSS: And Tripod Caption Films is also --

A PARTICIPANT: Yeah.

MS. STRAUSS: And CERT Communications Services for
the Deaf.

MS. ROOKER: Matt?

MR. KALTENBACH: Matt Kaltenbach., Ericsson.

My comments primarily revolve around the process
and the procedure I think this committee should be following
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to achieve its goals which is going to be to create an

inclusive process for everyone.

My own personal feelings in terms of the numbers
are that I don't see how this Committee could get any
larger, at least from a steering committee perspective. I
think that the existing number is adequate to accomplish its
work goals and that the mission at hand is for us to all
forge together as a steering and management committee to
enact a process where we can include all of the others in
this process.

I think that the structure, however, does need
some flexibility and maybe that does occur more at the
subcommittee level, as Andrea had pointed out.

Over two or three years of time there's going to
be some form of a process we're going to create which is
going to result in a productive environment where we
generate our Committee's work. It's only in the process and
the procedures that we're going to be able to document the
methodologies we want to use, approve and manage those
processes and move forward.

So I'd like to propose that the issues that we're
bringing up here in terms of membership, the issues in terms
of the participation, the roles and the rights of the people
in both subcommittee and in the central committee should be
-- would be best handled in a subcommittee, which is more
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administrative 1n context.

By taking those types of issues off-line,
isolating them and giving them a separate authority then we
could be more productive by not necessarily having to gel or
consolidate those ideas or balances, but by simply reading
the recommendations of that subcommittee we would be able to
not just handle new admissions but also new procedural and
process changes so that the Committee over a factor of two
or three years could evolve in its precision and its
effectiveness and its productivity.

MS. ROOKER: Okay. Thank you, Matt.

Ken?

MR. McELDOWNEY: Yeah. I guess it seems like
we're moving toward a consensus here. I think I would -- I
guess we move and make motions and things. I guess I would
move that we recommend to Commissioner Powell that these
three applications be denied, but noting that both they and
the other entities on the waiting list are encouraged to
take part on the subcommittee level through the LIST SERVS.

MS. ROOKER: We have a motion on the floor that we
deny the membership, but encourage these applicants to
participate in the subcommittee process on the LIST SERVS
and so on.

I guess I need to recognize that motion and ask if
that's -- there's a second to it.
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A PARTICIPANT: Second.

A PARTICIPANT: Second.

MS. ROOKER: Okay. Then I think we'll put the
motion to a vote.

MS. O'REILLY: Could I raise a gquestion before you
put that to a vote? I was not aware that there was a motion
on the floor.

MS. ROOKER: Okay.

MS. O'REILLY: Has there been any discussion about
the distinction between voting and non-voting at the
subcommittee versus the full committee level?

My confusion is that if the subcommittees are
going to be bringing recommendations to the full committee
is that somewhat a distinction without a difference then?

MS. ROOKER: I can't answer that question.

MS. STRAUSS: I think I can answer it.

MS. ROOKER: Karen will answer that.

MS. STRAUSS: At least I can take a stab at it.
The way it works is that the subcommittees within the
subcommittees can decide, as you just said, to bring an
issue to the full committee. However, if you're not a
member of the full committee then you do not have a vote.

So, in other words, the subcommittees can bring
any suggestions or recommendations to be final to the full
committee but then you have to be an actual member,
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in order to have a vote. Does that answer your question?

MS. O'REILLY: It does and it satisfies me. Thank

you, Karen.

MS. ROOKER: Okay. Matt, you have a follow-up
comment?

MR. KALTENBACH: As a point of order I think
before we vote on this motion we should open the floor up
for discussions on the motion.

MS. ROOKER: Okay. You're absolutely right.
Who would like to discuss the motion? Who do we have?

Rayna?

MS. ALWARD: I'm not sure this is directly related

to the motion itself, but I did want to make sure that a
certain point of view that came out in this discussion was
addressed and that I think is something I've heard in many
different fora from the view of the disability community
versus -- and I say the word "versus" industry.

I'm speaking from the point of view of sort of
straddling both fields because I represent a foundation, a
charitable foundation, that works in the disability field,
but it's also sponsored by a corporation in the
telecommunications field.

I would think that we need to keep in mind that
what we are about here is what is achievable? We may have
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ideals and goals and we may share them, but we're also

dealing in the reality of a market economy and companies
that need to be able to stay alive. So I don't think it's
necessarily an us versus them in that there's a definite
viewpoint on the part of any industry group in saying, "You
know, we want to get away with the least possible."

But just to keep in mind that whatever we come up
with here, the FCC in its strongest mandates can only go so
far in making change. What we want to do is to really
encourage more than just strict compliance with the law, we
want to encourage an openness and an actual proactive
attitude on the part of industry which I think this gives us
a unique forum to be able to discuss.

So I would hope that there is not -- that the
disability representatives here do not feel that they're
sitting at all on the other side of the table from the
industry. I think my industry colleagues would agree with
that.

By the way, there are people around the table that
are not just representing their companies but are
individuals very committed to what we're talking about and
they are in the position to be leaders in the field.

MS. ROOKER: Thank you. Do we have other comments
on the motion? Vernon?

MR. JAMES: Yeah. 1I've got a concern regarding
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subcommittees and its makeup. I'm looking at a subcommittee

that may be --

A PARTICIPANT: I'm sorry. Can people —--

A PARTICIPANT: Who are you-?

MS. ROOKER: Vernon James.

A PARTICIPANT: Vernon James.

MR. JAMES: I didn't realize I needed a mike.

(Laughter.)

Good morning. My name is Vernon James and I;m
with the San Carlos Apache Tribe. I represent the Health
and Human Services Department for the tribe. I'm the
Executive Director there. I also Chaired the San Carlos
Apache Telecommunications Utilities, Incorporation.

My concern is with the subcommittee and a comment
made about having telecommunication representatives from the
industry at this subcommittee. I'm a little concerned that
there may be too many representatives at that subcommittee
and may be overpowering those of us who represent the
disability consumer viewpoint. I'm a little -- again, a
little concerned. When -- I don't know -- maybe there
shouldn't be that concern but I needed to reflect that, I
needed to say this. Thank you.

MS. ROOKER: Thank you very much. Further
comments?

MR. KALTENBACH: In terms of comments made to the
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-- this is Matt Kaltenbach, Ericsson. I'm sorry.

In terms of comments on the motion on the floor,
I'm in favor of actually denying the motion in lieu of
creating a secondary motion which would push this into an
administrative subcommittee which, of course, would require
the creation of an administrative subcommittee.

(Laughter.)

MS. ROOKER: Okay.

MR. KALTENBACH: But I think that the fact that
this committee at this juncture in its foundling stages
maybe shouldn't be taking such actions in terms of
inclusiveness or exclusiveness, but more in terms of
procedures and points of order to make the process start to
function and work.

By delegating these issues to a subcommittee we
would have a process where we could handle these issues,
take them off the plate and focus more on telecommunications
issues.

MS. ROOKER: I believe that we'll have to take a
vote on that motion before we can consider yours. Am I
correct, procedurally?

MR. KALTENBACH; And I think that was going to be
my second motion. My second motion was basically to set up
an administrative thing that I had an idea for but let's --

MS. ROOKER: Okay.
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MR. KALTENBACH: -- let's get this one out of the

way.

MS. ROOKER: We had another comment.

Belinda has a comment. We're going to have to
come to some resolution here shortly.

MS. NELSON: Right.

MS. ROOKER: Belinda, your comment will be the
last comment.

MS. NELSON: Thank you, Shirley. This is Belinda
Nelson from Gila River Telecommunications in Arizona.

I am sitting on a fence I guess, so to speak,
because I do represent the unserved and the undeserved
population of America, but also as a general manager for a
telephone company.

Many times at my local level I'm both trying to
educate the consumer, my subscribership and also explain,
you know, the issues that a telecommunications company faces
in serving these consumers.

So what I see here happening at that meeting
happens at my home many times, but I do know that USTA has
represented subscribers very well. In fact, they did a
campaign and ingquiry and survey on enhanced lifeline among
their membership and they're very proactive from a
subscriber standpoint. So I do have to say that on behalf
of USTA. Thank you.
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MS. ROOKER: That you cannot vote both ways.

(Laughter.)

All right. All right. I think we have a motion
on the floor which has been discussed, that motion is to
vote to not accept these applications but to make the
recommendation rather to the Chair -- the Commissioner that
these applications not be accepted but that they participate
in the subcommittee process. Am I -- is that stated
accurately?

A PARTICIPANT: Yes.

MS. ROOKER: All right.

A PARTICIPANT: Wait a minute. Wait a minute.
They don't have votes.

MS. ROOKER: And they don't have votes.

A PARTICIPANT: On the full committee.

MS. ROOKER: On the full committee. But they will
have full input and access to LIST SERV. Okay. That is the
motion that has been made. I believe it has been seconded,
is that correct?

A PARTICIPANT: Right.

MS. ROOKER: All right. So now we're going to put
a vote. I would ask for a show of hands for all people who
are members or the alternates representing the Board. If
you're an alternate or the member, one vote for each
membership.
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vote for those in favor of
which is it? Okay. We're
count.

MS. GRANT: And,

ask on the phone, as well.

MS. ROOKER: Yes.

50
and —-- so now we will have the

the motion to deny membership,

going to have somebody help me

Shirley, you're going to have to

And Kathleen and Micaela?

MS. O'REILLY: Mm-hmm.

MS. ROOKER: You

want to vote?

all are there? Which way do you

MS. O'REILLY: I'm in favor of the motion.

MS. ROOKER: You'

re in favor? Kathleen's in favor

of the motion. Micaela, how about you?

MS. TUCKER: I'm in favor of the motion.

MS. ROOKER: Okay. So that's two that are on the

phone. All right. And we'

(Pause.)
I count 25.

MS. GRANT: Plus

re counting here.

the two on the phone.

MS. ROOKER: Plus the two on the phone.

MS. GRANT: That'

s what I got.

MS. ROOKER: Which is 27.

MS. GRANT: Right.

MS. ROOKER: Okay. And those opposed?

(Pause.)
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Okay. The motion is accepted by a vote of the

Committee. Consequently, the recommendation will be made to
the Commissioner that these memberships not be accepted but
that they participate at the subcommittee level.

Are we here?

MR. ELLIS: For point of order.

MS. ROOKER: Yes, Rich?

MR. ELLIS: Just to make sure everybody knows the
full scale, could you please announce the votes pro and con
on all issues?

MS. ROOKER: Yes. There were 27 votes for the
motion and five against it.

A PARTICIPANT: And were there any abstains?

MS. ROOKER: And any abstains? One abstain. No.

Okay.

MR. McELDOWNEY: Shirley?

MS. ROOKER: Yes, Ken?

MR. McELDOWNEY: I guess I'd like to move that we
establish the administrative committee that would be the
committee Chairs plus Shirley to handle sort of
administrative items like this and other things so that the
body itself can handle more policy issues.

MR. KALTENBACH: I send the motion.

MS. ROOKER: Okay. Matt, do you have a comment?

MR. KALTENBACH: ©No. I seconded the motion.
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MS. ROOKER: Oh, I'm sorry. Okay.

MS. ROOKER: The motion --

MS. O'REILLY: This is Kathleen O'Reilly. I'm not
sure, Ken, what you mean by handle. Does that mean resolve
or bring a recommendation to the Committee?

I think some of the administrative issues go to
the heart of our mission, our priorities. I'm reluctant to
have those decisions made by others.

MS. ROOKER: That's a good point. Other
discussion?

MS. TUCKER: This is Micaela. I agree with

Kathleen.

MS. ROOKER: Yes. Paul Schroeder?

MR. SCHROEDER: Yeah. I would concur and I don't
know that the subcommittee Chairs -- I'm not sure that

that's representative of the Committee as whole, in
particular.

MS. ROOKER: Okay. Larry?

MR. GOLDBERG: Just to add in another negative, I
think we probably have enough subcommittees, taskforce,
working groups and bureaucracy here. Another one might not
really be needed.

(Laughter.)

MS. ROOKER: And, Shelley, do you have a comment?

MS. NIXON: I want to make a motion that all
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future applications or just go through some really --

vacancy.

MS. ROOKER: Okay. Unless there's a vacancy that
all applications simply go to that they can be a member of
the subcommittee Chair. Now where are we? Can somebody
tell me?

MS. STRAUSS: We have a motion on the table.

MS. ROOKER: We have a motion on the table from
Ken to establish an extra Committee that was seconded. I'd
like to have the vote on that, please. All in favor of that
motion?

MS. CARROLL: Point of order.

MS. ROOKER: Yes.

MS. CARROLL: Madame Chairman --

MS. ROOKER: Hi, Julie!

MS. CARROLL: -- I think questions were raised for
point of clarification that weren't clarified.

MS. ROOKER: Okay.

MS. CARROLL: What is the intention of the role of
this Committee?

MS. ROOKER: Good point. Ken?

MR. McELDOWNEY: Well, it's very confusing. 1It's
because we've been meeting, for example, you know things
about the agenda the committee Chairs and Shirley are
already handling.
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So I guess I was thinking of it being Shirley's

sort of administrative stuff and not policy-related. I like
Shelley's, you know, subsequent motion in terms of sending
all the ones, you know, just basically denying them up
front.

I just think there's some almost housekeeping type
things that, you know, probably can be, you know, dealt with
separately outside of the Committee, but I think I would
sort of leave it up to Shirley to determine the ones that
were sort of policy that needed to be brought to the full
committee.

MS. ROOKER: Okay. So we've got a motion that we
establish an administrative subcommittee. We need to take a
vote on that. All in favor say aye? Raise your hand.

(Pause.)

Okay. Against?

(Pause.)

I do believe the motion has been defeated. Okay.

Do we have --

MS. O'REILLY: I'm against, just for the record.

MS. ROOKER: Yes.

I'm sorry. Kathleen and Micaela, what are your
votes?

MS. O'REILLY: Against.

MS. ROOKER: Against. Okay. And Micaela.
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MS. TUCKER: This is Micaela. Against.

MS. ROOKER: Yes.

MS. O'REILLY: And for the future, as a point of
order, before a vote is taken could we at least entertain a
motion to close discussion so we know that that's the end?

MS. ROOKER: Sure. Sure. Somebody remind me to
do that. That would be great. Thank you, Kathleen.

MS. O'REILLY: Mm-hmm.

MS. ROOKER: Now we have another motion. What is
the other motion that's on the floor? That is Shelley's
motion which had not been seconded.

Do we have a second to Shelley's motion that
future applications for membership go directly to the
Chairman with the recommendation of the Committee?

A PARTICIPANT: The subcommittee.

MS. ROOKER: That they go to the subcommittees and
that our recommendation would be to the Chairman that we not
include them as voting members? Is that correct?

MS. PALMER: I think there is also a statement
about whether that if there is a vacancy that would be the
exception.

MS. ROOKER: Yes, that 1is correct. 1If there's a
vacancy that would be an exception and that would constitute
a member being accepted onto the Board -- the Committee.
Rich?
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MR. ELLIS: Well, in discussion I'm not clear how

the Committee is structured. If T were to leave tomorrow

does that

create a vacancy for anyone or does that create a

vacancy for Verizon to fill again?

MS. ROOKER: That's a good question.
MR. MARSHALL; I can speak to that.
MS. ROOKER: Scott will --

MR. MARSHALL: Yes. If you were to -- you're

representing Verizon, which -- and we're actually facing the

situation

right now with Quest, whose representative is no

longer working for Quest. Quest is continuing on the

Committee

right now
of making
filling a

here.

thank you
protocols.

Committee

and needs to designate its representative.

We do have provisions in the operating protocols
about vacancies. I think they address the issue
recommendations to the Chairman with respect to

vacancy. Let me see if I can find the provision

(Pause.)
Go ahead. I'll --
MS. ROOKER: I would like to also say, Kathleen,
for your recommendations to our operating
They are going to be distributed to the

members and we would like to discuss them, review

them and bring them up at the November meeting if that's

okay with

you, Kathleen?
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MS. O'REILLY: Yes. I had assumed that we would

up a variety of protocol issues at the November
d not today.
MS. ROOKER: Okay. Thank you so much. We
your work. Those will be distributed to you.
Okay. Now where are we? We're at the point where
yes, Bob?
MR. CHROSTOWSKI: Bob Chrostowski.
I'd like to make an amendment to that motion. The
is that the applications be reviewed by the
ee who then make their recommendations for the
ttee and their vote.
MS. ROOKER: The applications be reviewed by
ee —-
MR. CHROSTOWSKI: The motion, as I understand it,
ny application for membership to the full
be sent to the subcommittee.
A PARTICIPANT: No.
MS. ROOKER: ©No. That's not accurate.
MR. CHROSTOWSKI: Then can I have --
MS. ROOKER: ©No. The subcommittee was not going
recommendation on membership. These people were
e invited to join the appropriate subcommittee --

MR. CHROSTOWSKI: Oh, I'm sorry. I misunderstood
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MS. ROOKER: -- or subcommittees.

MR. CHROSTOWSKI; -- I misunderstood because --

A PARTICIPANT: I did, too.

MR. CHROSTOWSKI: -- maybe -- can we have a
reading again of what the actual motion was?

MS. ROOKER: Shame on you, Bob, for reading.
Thank you very much.

MR. CHROSTOWSKI: Okay.

MS. ROOKER: Shelley made the motion that future
members of applications for membership be referred to ask
that they be -- that the indication be made, that they could
serve on subcommittees, on LIST SERVS, etcetera, but they
would not be voting members of the Committee. Is that
accurate?

MS. ROOKER: Okay. All right.

MS. NIXON: Shirley?

MS. ROOKER: Now we need to table this motion and
move on because our speaker is here and we've got to get
into the Universal Service issues.

We need to take a vote on Shelley's motion. Has
that been seconded? Did someone second 1it?

A PARTICIPANT: Yes.

MS. ROOKER: Yes. And it has been seconded. All
in favor of Shelley's motion -- we need to move to close the
discussion.
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A PARTICIPANT: Exactly.

MS. ROOKER: Can we take a vote?

MS. O'REILLY: I move to close the discussion.

MS. ROOKER: Thank you, Kathleen.

A PARTICIPANT: I second.

MS. ROOKER: Accepted? Yes.

All right. We're going to take a vote. Are you
in favor of Shelley's motion? All in favor?

A PARTICIPANT: Aye.

MS. ROOKER: I think there's confusion about the

motion.

A PARTICIPANT: Can you restate the motion?

MS. ROOKER: All right.

If I'm stating this incorrectly, Shelley, please
forgive me. The statement was is that when there are future

applications to the Committee, that instead of being
accepted as membership to the Committee that they be
referred to subcommittees where they can participate, their
voices can be heard, they can serve on one or more
subcommittees and they can be on the LIST SERVS, but they
would not be recommended as members. All right.

MS. STRAUSS: Unless there's a vacancy.

MS. ROOKER: Unless there's a vacancy. In the
vacancy's case that would be the person from the corporation
would be replaced by another member from that corporation or
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association, etcetera. Now I mean Shelley needs to speak

for herself. Thank you.

MS. NIXON: I really don't care whether we motion
pass or -- is just kind of discussions -- where we stand
approximately and that our -- over -- this type of stuff.

MS. ROOKER: Yes, I understand that. Thank you,
Shelley.

All right. We have the motion on the floor. It's
been seconded.

MS. STRAUSS: The motion for discussion --

MS. ROOKER: Yes. The motion for discussion to close
it has passed. We need to vote. May I see a show of hands
who accept Shelley's motion and put them up high, please, so
we can count them.

(Pause.)

I think that's the majority. Could we see those

opposed?

(Pause.)

Opposed? Abstentions? Okay. Shelley's motion
has been --

Kathleen and Micaela, how about you guys?

MS. O'REILLY; I'm in favor of the motion.

MS. ROOKER: You favor it?

MS. TUCKER; Micaela Tucker's in favor of the
motion.
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MS. ROOKER: Okay. Thank you very much. The

motion is accepted as approved. Thank you very much. Now
we need to move on.

(Pause.)

The FCC's notice of proposed rulemaking on
financing Universal Service Fund is our topic of
conversation. Andrea Williams has put together for us the
comments that she has gotten from a number of members of the
Committee and that is being passed out to you I believe as
we speak.

Anita Cheng is with us today. She's the Assistant
Division Chief of the FCC's Account Policy Division which
oversees the Universal Service Fund. She also has two of
her colleagues with her.

Ms. Cheng has been with the FCC since 1995. Her
two colleagues are joining her today. They will be
available for -- to fill in questions. Please join me in
welcoming Anita Cheng.

(Applause.)

MS. CHENG: Thank you. I should point out that I
only have one of my colleagues here today. This is Greg
Guice over to my left. Paul Garnett is actually stuck
somewhere in Boston this morning. So he won't be joining us
unless he gets lucky with a flight.

As I said, I'm Anita Cheng. I'm the Assistant
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Chief of the Accounting Policy Division in the Common

Carrier Bureau of the FCC. 1In short, I'm one of the people
that works on the Universal Service Fund.

Today I'm going to talk to you about the Universal
Service Fund, what it is, what it does, where the money
comes from and why we at the FCC think that the system may
need to be changed.

The Universal Service Fund is a fund that helps to
promote telephone and telecommunications service to all of
the people in America including those people that live in
rural areas or that have low incomes.

The Universal Service Fund is one central fund
that pays out to four mechanisms or programs, the high-cost
program; the low-income program; the schools and libraries
program, which is also called E-Rate, and the rural
healthcare program.

The high-cost program provides discounts to
telephone companies who provide service in areas of the
country where the cost of providing service is very high.
The low-income program provides discounts to consumers with
low incomes who might otherwise be able to afford telephone
service. The E-Rate program enables schools and libraries
to get discounts on telephone service, internet access and
internal wiring for these services.

Finally, the rural healthcare program enables
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healthcare providers in rural areas to have access to such

things as telemedicine for the same costs as their
counterparts in urban areas.

We've seen a lot of success with the Universal
Service Fund. For example, when we started the E-Rate
program in 1997 less than 20 percent of the nation's poorest
schools were connected to the internet. As of the year
2000, however, over 60 percent of these poorest schools are
connected to the internet.

As another example, our Native American population
is grossly underserved. Of the nationwide penetration rate
is well above 90 -- well, a little bit above 94 percent.
Only about 47 percent of our Native Americans have telephone
service. On the Navajo Reservation, which is the largest
reservation in the United States, only 22 percent of
households have telephone service.

To address this problem, in July 2000 the
Commission adopted a special enhanced, low-income program
geared towards promoting telephone service on tribal lands.

In the six months after the enhanced program started, the
new enhanced link-up program, which provides a substantial
discount off of telephone installation, generated over 4,700
new subscribers on tribal lands.

As you can imagine, it takes quite a bit of money
to do all of these good things. So now I'll talk about
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where the money comes from.

In 1996 Congress mandated that all carriers that
provide interstate telecommunications shall contribute to
Universal Service. In 1997 the Commission did two things.
First, it created the Universal Service Administrative
Company. I can't read that sign. Speak slower?

MR. JACOBS: Speak a little bit slower.

MS. CHENG: Okay. That's always my problem. So T
guessed it even though I couldn't read your sign.

(Laughter.)

Okay. In 1997 the Commission created the
Universal Service Administrative Company. It's also called
USAC and they administer the Universal Service Fund. This
means that USAC collects contributions, pays out money
through the various programs.

Second, the Commission adopted a plan that
requires carriors to contribute a percentage of the revenues
that they earn from providing interstate and international
telecommunications service. That's generally revenues from
basic phone service and it doesn't include revenues from
stuff like internet access.

This percentage that the carriers contribute is
also called the contribution factor. It's calculated each
quarter by comparing carrier revenues with an estimate of
how much money the Universal Service Administrative Company
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will need in the upcoming quarter.

The Commission recalculates this contribution
factor each quarter to ensure that we collect just enough
money for the fund's needs; not too much and not too little.

Carriers are permitted to recover their
contribution costs from their customers and most of them do
that, do just that. They put a lot -- a lot of carriers put
a line item on the telephone bill sometimes called a Federal
Universal Service Fee or something similar to that.

The system that the Commission adopted in 1997
based contributions on carrier revenues that were billed
from the prior year. Just this past March the Commission
modified the system slightly so that contributions can be
based on more current revenues, revenues from the prior six
months instead of the prior year.

However, there is still much to fix about our
Universal Service contribution system and here's why.

First, we have a lot of limitations on how we can
fund the Universal Service Fund. In the 1996 Act, Congress
placed specific limitations on the Commission.

Even though the bulk of Universal Service support
goes towards connecting people to local telephone service,
Congress has mandated that contributions can only come from
carriers who provide interstate telecommunications service,
which is for the most part long distance. This is
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problematic because at this time there's a lot of

traditional long distance companies that are suffering a
decline in revenues. Second, the contribution factor is
pretty high.

The Universal Service support programs have grown
tremendously. In 1999, for example, USAC paid out about
$3.6 billion in support. In 2001 USAC estimates that it
will pay out almost $6 billion in support. The problem is
that the growth in the contribution revenue base has not
kept pace with the program growth. This makes the
contribution factor increase. For example, at the end of
1999, the contribution factor was 5.9 percent. Right now
the contribution factor is 6.9 percent.

Third, carrier recovery practices vary very
widely. This results in quite a bit of consumer confusion.

Some carriers impose line items only on certain end users.

For example, carriers will impose line items on their
presubscribed customers, which is the customers that have
the long distance service at their homes but not on their
dial around customers, and that's customers that use the
1010 321 services.

Line items amounts also vary widely. Even though
the contribution factor for the second gquarter of 2001 was
6.9 percent, one carrier was charging 12 percent for a time.

Just so you know, that carrier has since dropped its line
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item back down to 10 percent, but still this is a problem.

Finally, the telecommunications marketplace is
changing. Contribution amounts are a percentage of
interstate and international telecom revenues that were
earned six months prior. This means that new long distance
carriers like the big local telephone companies who are just
beginning to offer long distance service don't have to
contribute for the first six months after they have started
in the long distance business.

There are also established long distance carriers
who have declining long distance revenues. This means that
they end up contributing based on revenues that are higher
than the revenues that they currently earn.

Carriers are also marketing their products
differently. For example, some carriers now offer long
distance and local service packages for one price. They
also offer telecommunications services along with non-
telecommunications services, also for a single price.

Bundling services like this makes it wvery
difficult to determine how to assess contributions on only
the interstate telecommunications part of a carrier's earned
revenue.

These are reasons why the Commission issued a
notice of proposed rulemaking in May. We want to determine
the scope of the problem and we want to fix it. So we've
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sought comment on several proposals including (1) whether

carriers should continue to contribute based on a
percentage, or whether we should move to a flat fee such as
a per line charge; (2) whether the Commission should limit
the way carriers can recover their contribution costs; and
(3) whether carriers should title their line items all in
the same way. All of these proposals if adopted would have
very far-reaching effects.

Currently carriers contribute based on a
percentage of revenues that were billed to its customer six
months ago. There's two key concepts here that might be
significant.

First, basing the contribution on reported
historical revenues means that carriers have to report their
revenue information to the Commission on a fairly frequent
basis. This also means that contributions may not reflect
current marketplace trends because it's based on old revenue
information.

Accordingly, the Commission has sought comment on
ways to get revenue information -- on different ways to get
revenue information, such as allowing carriers to submit
projected revenues and letting carriers true up their
contributions by submitting actual revenue information, say
once a year.

A second concern we have is that basing

Heritage Reporting Corporation
(202) ©28-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

69
contributions on billed revenues rather than on revenues

that were actually collected means that carriers have to pay
contributions on revenues that they are unable -- that they

may be unable to collect from subscribers. As we know, not

all subscribers pay their bills. This means that a carrier

who chooses to recover using a line item has to bump up that
line item a little bit to account for uncollectables.

So, for example, if the contribution factors 6.9
percent the carrier may have to collect a little bit more
than 6.9 percent from its subscribers to account for the
fact that a certain percentage of subscribers will not pay
their bill. So the Commission has proposed collect --
having carriers submit information on collected revenues
rather than their billed revenues.

Alternatively, the Commission has sought comment
on collecting contributions based on a flat fee rather than
on a percentage. For example, carriers may pay $1 -- might
have to contribute $1 per line. Although this seems like it
might be really simple it may or may not be. There are all
kinds of lines, residential lines, secondary residential
lines, business lines. We've sought comment on whether
there should be at the same flat fee for all these kinds of
lines or, if not, how this fee structure should be.

There's also the problem of carrier recovery. If
a carrier is allowed to recover its flat fee costs from its
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subscribers, then each subscriber pays the same flat fee

regardless of how much that subscriber uses his phone. That
means that it's possible that a disproportionate share of
contributions might be shifted to low-volume users.

Then again if you think about it, a flat fee
concept might be great for consumers in that there might be
a lot less consumer confusion. Every consumer could compare
costs across the board because every carrier would be
charging the same amount for universal service.

Concern about consumer confusion is the basis for
the next Commission proposal, which is to limit the way
carriers can recover contributions -- contribution costs
from its consumers.

Under the Commission's proposal carriers could
recover contributions either through their rates or through
a line item that is no higher than the actual amount that
the carrier pays for contribution costs. 1In this way
consumers would be better able to compare rates because the
universal service cost would be the same across carriers.
Equally important, this proposal might prevent carriers from
recovering other non-related costs through the Universal
Service line item.

One more thing about changing the basis for
contribution. If the Commission were to change the basis
for contribution say from the percentage that it is now to a
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percentage of collected revenues or to a flat fee, then

carriers would have to change the way that they report
information to us.

The problem here is that this may have
implications beyond Universal Service. This is because
carriers currently report their billed revenues to the
Commission not just for purposes of Universal Service but
also for other program such as the Telecommunications Relay
Service, North American Numbering Program Plan, Local Number
Portability and regulatory fees.

Therefore, we really need to consider the needs of
these other programs and whether any changes in the
information submitted would be inconsistent with these non-
universal service programs.

What I've given you today is really just a very
general and high-level overview of this proceeding that we
have before us. I'm sure that you can tell that this is
quite a task that the Commission has. The Universal Service
Fund, it's a great program and we really all want to make it
work. We welcome your questions and look forward to your
recommendations. Thank you.

MS. ROOKER: Thank you, Anita.

(Applause.)

MS. CHENG: I will bring up now Greg Guice and our
colleague, who made in from Boston, Paul Garnett. They're
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going to help me answer questions. Paul and Greg are the

primary authors of this item that's coming up and they're
your guys to answer questions.

MR. SCHROEDER: Shirley?

MS. ROOKER: Yes. I think if you can recognize
him -- who's down here? Paul Schroeder.

MR. SCHROEDER: Yeah. I wonder if -- one of the
things that was very confusing in the notice and hard to
understand is the way things are currently handled in the
wireless area and what would be changed in the proposed
rule.

MS. CHENG: 1I'll explain what's going on with the
wireless area. Most carriers -- carriers generally
contribute a percentage of their interstate
telecommunications revenues.

However, with wireless carriers because it may be
difficult to separate interstate from intrastate service on
the wireless phone because a lot of, you know, carriers -- a
lot of wireless carriers bundle their local and long
distance all into one package and they charge one rate for
it we adopted what we call an interim safe harbor, which
means that wireless carriers currently contribute only based
on —-- contribute a percentage of their telecom -- interstate
telecom revenues.

We assume -- the safe harbor is that we assume
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that 15 percent of their revenues are interstate in nature.

So what we sought comment on is whether realistically in
this, you know, three years later if, indeed, interstate
telecom revenues for wireless carriers are still only at 15
percent or whether that might be higher now since so many
people have wireless phones and have the -- you know, the
one rate package and may be using their wireless phones for
more long distance calls.

MR. SCHROEDER: Just to clarify and follow-up.

MS. CHENG: Oh.

MR. SCHROEDER: And so you're not proposing a
change in the 15 percent structure? You're looking at --
essentially it's an inquiry?

MS. CHENG: We're seeking comments on -- we
haven't proposed anything specific and we certainly don't
have another number out there, but we're seeking comment on
if this number should change. If it should, then what?

MR. SCHROEDER: And there hasn't been a study? I
mean it seems like that would be a knowable number, a
knowable item to know what percent of revenue is coming from
interstate.

MS. ROOKER: Andrea?

MR. GUICE: Actually, wireless carriers --

MS. ROOKER: I'm sorry.

MR. GUICE: I'm sorry. Let me just answer that
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real quick. Okay.

MS. WILLIAMS: This is Andrea Williams with CTI
and we represent the wireless industry.

With respect to Universal Service Fund why we do
not break out interstate, you have to understand that
wireless -- we were built on a different regulatory
structure than wire line, particularly in terms about
boundaries. Many wireless companies, we don't respect what
I would call the geopolitical boundary state lines. Our
areas cover in some instances multiple states because of the
licensing scheme that the FCC has decided to use for
wireless.

You may have very wide geographical areas under
what we call the MTA's and BTA's which may -- which may
overlap states. Because of that structure, the wireless
industry has it's very -- we do not break out in terms of
interstate revenue. 1It's very difficult to do, it's very
costly. So what many wireless carriers have done is use the
interim safe harbor.

Now the way the FCC came up with that number was
using a number that NECA, is what we call DEMS, the dial
equipment minutes waiting program and NECA for wire line.
That number came out to 15 percent. Currently, NECA has
revised that DEMS estimate down to 13.25 percent. So that
is, you know, one of the things that we need to look at and
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we will be discussing in the proposal.

Because there were commentors from the consumers
groups that I received that asked that same gquestion in
terms of they really needed additional information in terms
of why wireless is treated differently than wire line.

Many of the industry commentors I would say took
the time to explain the process of how we operate in the
wireless industry.

MS. ROOKER: Thank you, Andrea. Paul or Greg, do
you have anything to add to that? That will be the last
comment before we take a break because we're going to
continue discussing this after our break.

MR. GUICE: That's fine.

MS. ROOKER: TIs that okay? Okay. What we're
going to do is we're going to take a break. Paul and Greg
will be joining us for the subsequent discussion after the
break. We have a 10 minute break.

We'll be coming back in and I just wanted to say
that during the break for those who need it, there's a
braille copy here of Andrea Williams' comments that she
received on the proposed rulemaking and that will be
available and will be read by Arlene to anyone who needs it.

Julie, if you want it and anybody else, it is
available. Where do we want them to go, Scott?

MR. MARSHALL: I think if they just huddle out in
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the hall --

MS. ROOKER: Huddle out in the hall.

MR. MARSHALL: -- or in the corner of the room
here.

MS. ROOKER: Or somewhere here that's convenient.
Where's Arlene?

A PARTICIPANT: She's outside.

MS. ROOKER: Okay. She's outside. Will she find
Julie?

A PARTICIPANT: Yeah.

MS. ROOKER: Okay. Thank you.

Ten minute recess.

(Off the record at 10:41 a.m.)

(On the record at 11:00 a.m.)

MS. ROOKER: We need to start our discussion on
Universal Service Fund, please.

A PARTICIPANT: Okay.

(Pause.)

MS. ROOKER: I'm sorry to be a nag but we really
need to get back to our table.

(Pause.)

Okay. 1I'll nag.

(Laughter.)

(Pause.)

Somebody says I'm going to use the gavel.
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ROOKER: Does

(Pause.)

It's power here, t

MR.

reconnected on the phone,

MS.

MR.

that sort of

MS.

MS.

MARSHALL: Jus

ROOKER: Okay.
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Yeah, use it. Go ahead.

it work?

he power.

t make sure that we're

Shirley.

MARSHALL; You might Jjust make sure and all

ROOKER: Micae

la and Kathleen, are you there?

TUCKER: I'm here.

A PARTICIPANT: So

MS.

Micaela?

MS. TUCKER: Yes,
MS. ROOKER: Kathl
MS. O'REILLY; Yes.
MS. ROOKER: Good.
All right. If we

places at the

mebody's there.

ROOKER: Our phone folks, are they there?

table, please,

Micaela's here.

een?
I'm here.
Thank you.

could get everyone back to your

SO we can continue our

discussion on the Universal Service Funding.

A PARTICIPANT: Da

called.

MS.

The Chairman

ROOKER: Okay.

called. We tr
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go but he said, "No."

(Laughter.)

But he will be rejoining us shortly. Now we are
going to continue our discussion and I think Greg and Paul
are with us. Yes, they are here.

Ken McEldowney and then Andrea Williams have been
doing a considerable amount of work collecting information
from you and getting your thoughts and comments on many of
the issues involved in the Universal Service.

I'm going to turn the floor over to the two of
them and let them guide our discussion this morning. Ken?
Andrea®?

MR. McELDOWNEY: Yeah. What we did was sort of
take the -- sort of jumped off from some of the initial e-
mail that came up from Scott that sort of outlined some
questions that he thought that the Commission would be
interested in getting feedback from us on.

Andrea then expanded on that with some additional
questions that she and her committee thought would be
important to be addressed.

We had sent those out on all three LIST SERVS and
Andrea was kind enough to sort of consolidate those comments
and that's what you see in front of you today.

I think what we pretty much think would make sense
to do in a sense that for us this is sort of trying to ride
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a bicycle with training wheels. 1It's sort of the first time

that this Committee has tried to come up with some
recommendations. So I think it's going to be sort of a
learning experience for us all.

I think what we've decided to do is to look at
sort of three main areas, (1) would be the areas where it
appears from the comments that there is a consensus, (2)
areas where with perhaps further discussion and refinement
there could be consensus; and (3) areas where there is so
much dissent, so much opposition, that probably it doesn't
make sense to spend time today trying to reach some sort on
consensus on it.

So I'm going to toss this now to Andrea to sort of
start with the first ones in terms of where she thinks
there's already consensus or consensus could be gained
fairly quickly.

MS. WILLIAMS: What I did was when I took the
comments and the issues sort of -- there are three basic
categories where the issues dealing with the Universal
Service Funding mechanism. One was the mechanisms for
carrier contributions to the Universal Service Fund. The
second one was the issue was cost recovery from end users,
and the third big issue was what I call truth in billing and
Universal Service Fund charges.

Basically, under the mechanisms for carriers
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contributions to Universal Service Fund -- first of all, let

me thank those who participated and provided me with their
comments. They were very, very helpful. Secondly, please
stop me if I use acronyms that folks are not familiar with.

Sometimes being in Washington you use a lot of letters and
we just need to be reminded that not everyone knows what
those letters mean.

(Laughter.)

Under the mechanisms for carrier contributions
there were basically three areas where issues where we --
subissues that we were looking at, whether carriers should
contribute based on a percentage of collected revenues or
billed revenues, whether carriers should be assessed based
on current or projected revenues, and whether the different
treatment for wireless carriers should continue. And that
meaning the currently wireless carriers may use FCC's 15
percent safe harbor which allows wireless carriers to use 15
percent of their interstate revenues as a base for Universal
Service Fund contributions.

Under that title I found that almost -- well, it
was unanimous among all the commentors, industry commentors,
as well as consumers, that the assessment for Universal
Service contributions be based on current revenues.

Many of the commentors felt that trying to do
projected revenues would be almost virtually impossible to
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be accurate because the marketplace is changing dramatically

every day and trying to keep up with those changes would
just be pretty much impossible.

There was also comments that were made in terms of
that the FCC recently had revised its rule governing carrier
reporting obligations and, as Anita pointed out, they're now
every six months -- that the assessment is based on the
preceding six months worth of collected revenues.

Many of the industry commentors and I believe one
of the industry commentors noted that before the FCC changed
that report requirement again -- my understanding is it's
been changed a number of times -- that they look and review
the effectiveness of the process that they have put in place
before we change it again.

So I think most of the consensus was that to
support a recommendation that the CDTAC would support
assessment of Universal Service contributions based on
current revenues for the reasons that are described here in
this document.

MR. McELDOWNEY: I guess one question here is just
in terms of -- to get one thing out of the way, is just in
terms of are there folks who did not comment or would not
sort of believe that that is something that they would, you
know, believe. 1Is that really a consensus-?

MS. ROOKER: Susan?
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MS. GRANT: I was on vacation. But I think there

were so few comments because probably a lot of other people
were on vacation that I don't think that we should just
assume any consensus.

MR. McELDOWNEY: That's what I was asking.

MS. GRANT: Right. Right.

MR. McELDOWNEY: Whether there is a consensus.

MS. GRANT: Right.

MR. McELDOWNEY: So people -- you know, if people
-- when Andrea says there seemed to be a consensus on this,
I guess what I want then to do is to find out whether or not
there is a consensus or whether or not there's disagreement
with that.

MS. WILLIAMS: Let me also explain to you that in
terms of the recommendations that you see here that, first
of all, the summary of comments are just a summary of those
who sent me their comments. It's not all the comments in
the docket.

Secondly, the recommendations here are really Jjust
to facilitate discussion and open up a discussion if there's
not a consensus. I'm only going on what I received and
where I perceived that there may be some consensus. As Ken
mentioned, if there isn't this is the time where we need to
discuss that.

MS. O'REILLY: This is Kathleen O'Reilly. I guess
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I have a broader timing question. Am I correct that the

actual formal comment period is completed as well as the
reply comments. So that is it assumed that what we're
talking about is a potential ex parte opinion from the
Advisory Committee? If so, what is the current timing of
this entire docket as to when the Commission is expected to
take it up and, therefore, when the gate will close on ex
parte?

MS. STRAUSS: Kathleen, this is Karen. Is my mike
working? I think I can answer that. Okay. There it goes.

This is Karen Strauss and I think I can answer that.

You are correct. This would be an ex parte
document or a late filed comment document. The docket is
still very much open though, and we've been told that the
recommendations from this Advisory Committee will be taken
into consideration.

There is no formal closing date for ex partes or
for late filed comments. The goal, however, as we
understand it is to move fairly quickly with respect to the
final recommendations to the Commissioners in the form of a
final order.

So the goal is to get some kind of consensus and
recommendation from this meeting because the Bureau does
want to work on -- the Common Carrier Bureau does want to
try to complete this in the next few months.
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MS. O'REILLY: My concern is given the way that

this has sort of been approached, I was not aware that we
were being solicited to actually comment on every issue. 1t
was never really clear to me how these comments started
circulating around, how they were necessarily going to be
used.

If we cannot agree on all the basic points at
today's meeting, I'm not sure what process we have available
to us to achieve that outside of this meeting.

I feel handicapped in only understanding some of
the comments submitted by those who have been circulating
them and was not able to access on the FCC website all of
the comments that have already been filed in any current ex
partes.

So I'm concerned about what we're doing and why
we're doing it and how much we can practically achieve.

Even the framework of the very first question posed to all
of us seemed to implicitly assume that the issue was whether
or not the charge would be, you know, across the Board for
all customers, whether it would be a percentage or whether
it would be a stated amount, and that the option of not
having it included as a line item at all was not really
hinted at in the way it was posed to us, although that's an
option that's part of the MPRM.

It's not even an option that I necessary espouse.
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But it just seems to me that the issues as they were raised

to our Committee sort of already started steering us down
certain paths that are more narrow than what are potentially
possible under the MPRM.

MS. WILLIAMS: Kathleen, this is Andrea. 1In terms
of what I tried to do was to focus on particular issues
keeping in mind what Commissioner Copp stated this morning
that there are a number of issues and that we're trying to
focus on those issues that we can really provide some
discussion, is helpful to the Commissioners.

We don't want to bite off more than we can chew,
as he pointed out. What we tried to do was to prioritize
those issues from the MPRM, and took into account all the
comments that were provided to me. Some were from industry,
some were from consumers.

In fact, I think the one that -- the e-mail that I
got from you recommended that I look at the National -- what
was it? National Association of State --

MS. O'REILLY: Utility Advocates.

MS. WILLIAMS; Yes. And I went and with that
recommendation that you provided I went to those comments
and pulled out from those comments where they addressed some
of the issues that we are focused on here.

It is not the intent that we are going to go
through the entire MPRM and go point by point for every
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single issue.

MS. O'REILLY; I understand. I'm just asking a
question that to me is just sort of a practical trying to
understand the scope of what's feasible for our Committee
given that the timing of this meeting -- the ultimate
decision.

Did this get on the agenda because the FCC is
soliciting our Committee's opinion or because someone on the
Committee wanted it discussed? How did this get to our
plate?

MR. McELDOWNEY: Kathleen, I guess I'm a little
confused because it was talked about at the last meeting in
terms of this being something that it was felt -- my
understanding both internally and externally -- is this was
a good place for us as a Committee to make some initial
recommendations to the Commission.

MS. O'REILLY; Yeah. I'm just -- but that was in
the timeframe -- I guess the practical gquestion, Ken, is do
we have a process as a Committee beyond today's meeting?

MR. McELDOWNEY: No. I mean again --

MS. O'REILLY; Okay.

MR. McELDOWNEY: -- what we're trying to do and I
think what Andrea is trying to do is come up -- basically
there are a number of different issues. What we're trying
to do is come up with certain issues where there can be a
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consensus, and pull a statement around that recognizing that

in a perfect world we might be able to thrash out much more.

But we're under a time deadline and we're trying
to just focus on those that we think we can reach a
consensus on as a Committee. The intent here is for this to
be the comments of the Committee as opposed to some broader
universe.

MS. O'REILLY: I just don't know that I feel
comfortable being able to vote on whether I'm part of or not
part of a consensus on a variety of issues since some of
them are so inseparable from each other. And I still feel
handicapped in not having been able to read the entire
record.

So I'll take it on a point by point basis, but
it's a very piecemeal approach that I'm not sure that we can
accomplish much but I'll -- that's my point of view.

MR. McELDOWNEY : Okay. I mean again -- I mean,
Kathleen, if, in fact, we come up with something that you
don't feel comfortable with I would urge you to vote not to
support it.

But I think I mean given the time pressures I
think we should move ahead with basically the procedure that
Andrea and I have come up with.

MS. O'REILLY: Is it possible or helpful to as
part of this discussion determine whether we as a Committee
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want to today for even on an ad hoc basis develop a post-

meeting procedure for this narrow issue so that people could
potentially take a reasonable although short period of time
to reflect on what's recommended and then to either weigh in
or -- with a support or opposition to certain points?

MR. MARSHALL: This is Scott, Kathleen. It is
certainly possible if someone has a dissenting point of view
that they can attach that dissenting point of view to
whatever recommendations the Committee comes up with.

As Ken has said, we're really operating on a very
tight timeline. If we were to have a second meeting, that
would have to be noticed in the Federal Register. I
actually raised this with our Office of General Counsel
about whether we could even have a teleconference meeting to
further discuss this matter after this meeting.

Even that's problematic. It can be done. It does
ralise some access i1ssues for some of us, but in addition to
that, it would still have to be noticed in the Federal
Register. There would have to be a mechanism for public
comment and so forth.

Again, just to be clear, I think Ken and Andrea
are saying that they haven't looked at the record, either.

I mean these are comments that were received through the
LIST SERV from this Committee or members that commented that
were part of the LIST SERV.
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MR. McELDOWNEY: Kathleen, I guess the other thing

I would add is I know that you and I have sort of had this
discussion before on a previous thing in terms of trying to
reach consensus on a statement.

I think that one of the things that's important is
for this Committee to come up with a statement on behalf of

the Committee that probably given the nature of this MPRM is
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going to be relatively short and relatively general. But

there's nothing to prohibit individual members of this

Committee filing their own more comprehensive comments.

I guess that's something I would encourage you to do,

Kathleen, is

MS. O'REILLY: Oh, I'm definitely not going to do
that. I don't have the time and I don't have the -- there's
no practical way for me to do that. I'm just --

MR. McELDOWNEY: Kathleen --

MS.

O'REILLY: I'll do the best I can under the

timeframe then.

MR. McELDOWNEY: Okay. Kathleen?

MS. O'REILLY: Mm-hmm.

MR. McELDOWNEY: Could --

MS. ROOKER: This is Shirley Rooker, Kathleen --
MR. McELDOWNEY: Could we move ahead with this.
MS. O'REILLY: Yes. I just --

MS. ROOKER: I would suggest that we move ahead.
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MR. McELDOWNEY: I think we really have to.

MS. ROOKER: I appreciate and I've heard your
concerns but I think we've got -- we have a very short time
today, if you don't mind, so that we could move on with
their discussion.

MS. O'REILLY: Sure.

MR. McELDOWNEY; Okay. Let's go back to this
thing in terms of -- I've even forgotten what it was but --

(Laughter.)

Andrea, could you restate what you felt was the
first consensus and we could --

MS. WILLIAMS: Yes. The first --

MR. McELDOWNEY: -- go around the room to see
whether or not people agree with it.

MS. WILLIAMS: The first consensus was whether
carriers should contribute based on a percentage of
collected revenues or billed revenues? I'm sorry. It
should be whether carriers should be -- carriers should be
assessed based on current or projected revenues.

The industry and consumer commentors that I
received unanimously agreed that carriers should be assessed
on current rather than projected revenues because it is
virtually impossible, as they noted, to accurately predict
future revenues, particularly in today's changing
marketplace.
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It was also brought up that the FCC recently

revised its rules governing carriers reporting obligations
with respect to the USF contributions. And the FCC rules
now mandate that carrier revenue assessments --

MR. McELDOWNEY; Andrea, let's stop on that one
because I think there's disagreement on that one.

MS. WILLIAMS; Okay.

MR. McELDOWNEY; I think let's just focus -- let's

just focus in terms of current --
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gave that before you go changing the mechanism at least
evaluate the effectiveness of the current rule.

MR.

at AARP thought it should be the previous month or previous

WILLIAMS: No.

McELDOWNEY: Right.

That was the reasoning they

quarter.

MS. WILLIAMS: Right.

MR. McELDOWNEY: So let's Jjust talk right now in
terms of --

MS. WILLIAMS: Okay.

MR. McELDOWNEY: -- wversus projected.

MS. WILLIAMS: And --

MR. McELDOWNEY: Susan?

MS. WILLIAMS: -- what the recommendation was is

I guess consumer action

that CDAC supported a statement that the assessment of

Universal Service contributions be based on current
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revenues. Simple as that.

MR. McELDOWNEY: Susan?

MS. GRANT: That makes sense. I just have a
question. And that is about the new entrants and the fact
that it appears that they wouldn't be making any
contribution to the funds for the first six months. I'm
wondering if in the case of new entrants, their contribution

shouldn't be on a projected basis.

Surely they have some projections that they're
operating on the basis of and getting into the marketplace.

It strikes me as only fair that they should have to
contribute something in that first six months. So I'm
wondering if that's feasible?

MR. McELDOWNEY: Susan, I guess in California with
the Lifeline program what basically happens is that people
do it basically -- the surcharges are based on the previous
month in which they bill their customers. I think that ends
up being the most accurate way of doing it. Then if, in
fact, in the future there are uncollectables, they can then
true it up but it appears to be much simpler
administratively.

Whether or not we go ahead with the previous
month, the previous quarter, is a separate issue but I think
that that would be something that at least a couple of
consumer groups would support.
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MS. ROOKER: Mike?

MR. DelCASINO: This is Mike DelCasino. All of
this discussion focuses around the fact that the
contribution being made based on revenue. I guess I would
like to put on the table the possibility -- and I think that
Anita and I think that the MPRM opened that up that
contribution be made on other then a revenue basis.

The Universal Service Fund has very specific
things that it is attempting to accomplish. It seems to me
that generating the fund to -- generating the dollars to
support that fund on a usage basis that's one way to do it,
clearly. By the way, I think I would argue that if you were
going to do that that it be on a current revenue basis.

But there's also the option of assessing it on a
per line basis so that once the Commission or the Fund
Manager determines how much money is required to do the work
that the Universal Service Fund needs to do then that can
simply be recovered directly from consumers as a pass
through from the companies. I guess I'd like to have that
option kicked around a little bit.

MR. McELDOWNEY: How would the -- I guess one of
the concerns I have with that is that with the growing
amount of folks using 1010 dial around, how would the dial
around folks pay into the fund?

MR. DelCASINO: That's -- you know, I don't know
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how to answer that, Ken.

MR. McELDOWNEY: Okay.

MR. DelCASINO: I don't know how to answer that.
I think there's a lot -- there are so many different kinds
of service offerings, even the wireless service offerings.
I personally can't speak to that. By the way, that's one of
the reasons -- I kind of sympathize with some of the earlier
discussion.

This is such a complex subject that it seems -- I
know for myself, I certainly can't speak to all aspects of
dial around and wireless and wire line services and what
not, so —--

MS. ROOKER: Matt and then Bob?

MR. KALTENBACH: This is -- hello? This is Matt
Kaltenbach, Ericsson.

I'd like to concur with Michael's assessment that
the existing mechanism doesn't recognize the difference
between circuit switch and packet switch technologies.

Because I thought the goal was universal access,
not just to circuit switch but to information. That the
only mechanism that would be inherently universal would be
one that was account-based and one that recognized that
there would be a metric let's say subscriber month and that
by the fact that all carriers and utilities and providers
have to keep an account of the number of accounts they have
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active. This mechanism would be inherently extremely simple

to administer, easier to account for and lower the cost
structure of the administration to the point where a flat
fee per account could be achievable.

This could be achievable cross technology and
cross access mechanism. So unless we actually address those
fundamental changes which I think are at the core of the
reason for this MPRM, we haven't addressed the issue.

MS. ROOKER: Bob?

MR. McELDOWNEY: What, Shirley?

MS. ROOKER: Bob?

MR. McELDOWNEY: Yes. You can see people better
than I can.

MS. ROOKER: Okay. All right.

MR. SEGALMAN: What would the advantage be to
doing it in on an on-line basis as opposed to on a revenue
basis?

MR. DelCASINO: I guess I'll take a stab at that.

Matt indicated that at least one example, and that is that
it would be I believe also very simple to administer the
requirement of determining the revenues upon which the
percentages would be based would be virtually eliminated in
this case.

The issues associated with -- and I think Anita
pointed some of these out -- associated with discrepancies
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between companies with declining revenues rather than

companies with increasing revenues would be eliminated. The
notion that companies have the ability to vary the
percentage rate for things like uncollectables, vary the
percentage rate based on who they choose and what services
they choose to recover the money from their consumers.

All of those things would be eliminated and,
therefore, the whole process I believe would be a whole lot
simpler.

MR. McELDOWNEY: So you're basically saying that
any company, any customer, regardless of whether it was
wireless or dial one, there would be a per line charge
regardless of the volume of their calls? So it would be
wireless plus dial one presubscribed?

MR. DelCASINO: If I could just back off of the
wireless piece.

MR. McELDOWNEY: Yes. Well, I think that's a key
one.

MR. DelCASINO: Yeah.

MR. McELDOWNEY: Because if you don't -- that
would be the only reason why I would even consider that
because otherwise the low-volume customers get basically
screwed.

MR. DelCASINO: I guess let me say that -- to
answer your question I think I would say yes.
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MR. McELDOWNEY: Okay.

MR. DelCASINO: Yes.

MR. McELDOWNEY: It sounds like it's time -- yeah.

MR. DelCASINO: Universally applied to all lines,
but I have to temper that with my caution.

MR. McELDOWNEY: Okay.

MR. DelCASINO: The low-volume customer,
obviously, 1s always an issue. To me if you think about
what the Universal Service Fund is addressing, you kind of
have to ask yourself the general question about what does
usage have to do with 1it?

If my children are all over the country and I make
$100 a month in long distance calls and you have one person
that you call in Maryland and your bill is $20, what is it
about that situation that says that I should be contributing
five times what you contribute for universal service.

It seems to me that --

MS. O'REILLY: This is Kathleen O'Reilly. I would

like --

MR. DelCASINO: -- that --

MS. O'REILLY: -- to address that.

MR. McELDOWNEY: Kathleen?

MS. O'REILLY: Okay.

MR. McELDOWNEY: Susan Palmer's been waiting to
talk.
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MS. O'REILLY: Okay. Just tell me when I'm next

in line.

MR. McELDOWNEY: Huh?

MS. O'REILLY: Just let me know when I'm next in
line.

MR. McELDOWNEY: Okay. I know. You're fourth.

MS. O'REILLY: Okay.

MR. McELDOWNEY: Susan, Jim, Joseph and then
Kathleen.

MS. PALMER: One of the things that a per line
charge does is that you contribute -- you don't contribute

if you're a long distance carrier.

Another thing that happens is what happens in a
situation where you have hearing carry over or voice carry
over, you have two lines? Then you're paying double
automatically even though the usage may not be the same.
That doesn't make sense to me.

You know, I think that there are some serious
challenges. I really strongly feel the way that we're doing
now is more equitable. I'm not saying that because I'm a
wireless carrier or that, just from a practical standpoint.

I think you can simplify it but you can simplify and be
unfair.

MR. TOBIAS: Well, let's see. 1I'd like to start
off first by demystifying this microphone technology.
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(Laughter.)

Is someone potting this up as we begin to speak or
is it automatically adjusting? Can anyone in this room
answer that question?

MR. McELDOWNEY: If they like you then your
microphone is turned on.

(Laughter.)

MR. TOBIAS: ©No. I'm serious about that question.

MS. ROOKER: Jim, identify yourself.

MR. TOBIAS: Jim Tobias.

MS. ROOKER: Thank you.

MR. TOBIAS: Well, we'll get an answer later.

MS. ROOKER: We're going to get the answer.

MR. TOBIAS: Okay. Well, if there's no one -- is
there someone in the control room or is there no one in the
control room, I guess is the good -- we don't know? Okay.
At any rate, let's move on to the content.

(Laughter.)

I have some detailed questions here that maybe the
statistics folks from the FCC can help me with. It's about
this issue of usage versus per line.

In a usage environment or a revenue environment,
rather, is it possible for a carrier to -- it 1is possible
for a carrier to distribute those charges onto bills however
they choose. 1Is there any evidence -- because carriers are
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obviously predisposed to keeping their large volume

customers happier and those large volume customers are
correspondingly tighter on accounting for what they're
getting billed for.

Is there any evidence that carriers are reducing
charges to large volume customers and tipping the balance of
recovery onto single line or other small, residential
customers?

MS. CHENG: The answer to that is that, yes, to a
certain extent. Carriers charge a different line item for
residential subscribers than they do for their business
subscribers.

MR. TOBIAS: For USF?

MS. CHENG: For USF, yes.

MR. TOBIAS: 1Is that tariffed or is that flexible
in negotiation? In other words, if I'm a carrier and I want
to get the business from some 100,000 line company, am I
free to say, "We'll give you a deal on USFEF?"

MS. CHENG: I think it is tariffed but -- I'm
sorry. Come on up.

MR. GUICE: It's Greg Guice. To the extent that
large business consumers enter into contracts with their
carriers they can negotiate away the fee that they would be
required to contribute under the tariff.

MR. TOBIAS: Okay.
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MR. GUICE: And those contracts supersede the

tariff.

MR. TOBIAS: Okay. So that's an issue right there
I would guess that we need to think about.

The second point is on the other side of the
argument and that is the per line issue. I'm especially
interested in any work that the Commission has done or is
looking at, voice-over IP cannibalizing essentially the
number of lines.

MR. GUICE: Mm-hmm.

MR. TOBIAS: Here again large organizations are
already moving in that direction. So, you know, a company
that might have had 10,000 lines last year has ditched all
but a few thousand of them and is putting all of its
internal voice traffic on its data network and maybe even
some of its external traffic, as well.

You know, as a SoHo consumer I have recently been
approached with -- I have a cable modem service and I can
buy a device that allows me to replicate four outgoing voice
lines on my cable modem and I could throw away, were it not
for number portability issues in IP telephony, I could throw
away those voice lines.

Has the Commission looked at -- has it seen any
trend in that right now and has it looked at sort of what
might happen over time to Universal Service Fund revenues
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based on different slopes of adoption of IP telephony?

MS. CHENG: Yeah. This is Anita Cheng. This is a
topic that we have raised in the notice of proposed
rulemaking. At this time the Commission has no plans to
start basing contributions on voice saver IP but it is a
concern that we have that voice over IP along with several
other factors seems to be eroding away or possibly maybe
eroding away at our interstate -- traditional wire line
interstate long distance services that we base our
contributions on. So it's something that we're looking at.

MR. TOBIAS: Okay.

MS. ROOKER: I will give you an answer on the
microphones. They're activated once you start speaking by
someone in the control booth, so give them time. They can't
leave them all on because of the noise factor. So that's
the situation. Just give them a second to get it going when
you start to talk.

I think Susan Palmer has a follow-up question and
then we need to go to Kathleen on the phone.

MR. McELDOWNEY: No. Joseph's next.

MS. ROOKER: Oh. Joe. Okay. Okay. All right.
Susan?

MS. PALMER: Go ahead with Kathleen.

MS. ROOKER: Did you have a follow-up on that or
you had just made a comment?
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MS, PALMER: No. Let me —--

MS. ROOKER: Okay. Joe?

MR. McELDOWNEY: Joe?

MR. GASKINS: Joe Gaskins with ConnectBid. Taking
a look at how the Universal Service Fund is collected, it's
-— philosophically I guess I have an issue with it being
collected based on revenues because to me although the
carriers are being assessed it's really the consumer that
winds up paying for this. The consumer has virtually no
control over what they pay. They're paying based upon the
revenues that a carrier generates.

So to me it would make more sense of being able to
pass on —-- coming up with some type of formula that you can
pass on the contribution to the Universal Service Fund to
the consumer and, 1n essence, the carriers become more of a
collection-type agent like you would -- similar to a
retailer collecting state and local sales tax at the point
of sale.

I also think that you need to have a combination
of fixed component, perhaps a per line charge, and a
variable component based on perhaps usage and an additional
charge for value-added services, for ISDN lines, for DSL
lines.

All of this, of course, would have to be metered
by the ability of the carriers and their billing systems,
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because billing systems really haven't been able to keep up

the speed with what's going on with technology and packet
switch services. So there's that issue, as well.

But it seems to me that passing the control of the
Universal Service Fund contributions on to the consumer
would really be more fair overall and allow the carriers to
focus on their core business which is, you know, increasing
their revenues.

MS. ROOKER: Thank you, Joe. Kathleen? You are
next.

MS. O'REILLY: Yes. Peter, in his reference to
the voice-over ISP cannibalization actually gave a wonderful
example of the issue that I wanted to address, and that is
to those who propose doing this on a line basis how do you
assess a non-voice line under the old slice and dice issue?

Because in the growing trend to eliminate that it
would in my view shift the cost of universal service to the
most low-volume, low-tech, unsophisticated customers, which
is related to the whole issue of the -- the question raised
what's unfair about someone who makes only one long distance
call a month paying the same as someone who make 100.

My response to that is that I think many of us
would have preferred that the Universal Service Fund be paid
for out of progressive income taxes and not under the most
regressive way on the phone bills.
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But at least that differential is minimized a bit

by ensuring that the low-volume customer, often senior
citizens on fixed incomes or working class families, not be
forced to pay amounts that are way out of whack with what is
being negotiated in high volume contracts where corporations
and sophisticated individual users are able to sidestep an
enormous amount of what would otherwise be their fair share
of this cost.

MS. ROOKER: Thank you, Kathleen. Matt?

MR. KALTENBACH: This is Matt Kaltenbach,
Ericsson. I'd like to address one issue that is paramount
(1) this mike is dead.

MS. ROOKER: No. You're on.

MR. KALTENBACH: Oh, it is?

MS. ROOKER: Yes.

MR. KALTENBACH: Okay. Number one, there's a huge
difference between circuit access and the term "lines."

When we use lines we're commonly referring to circuit switch
access.

I want to point out that several months ago data
traffic exceeded voice traffic. So anyone that doesn't
recognize that packet switched access, which is what the
world is going to, is not Jjust in the future, it already
happened.

So assessing per line doesn't recognize the
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paradigm shift that's occurred in communication technology.

Packet switch technology changes everything and within Jjust
a few short years packet switch technology is going to
obliterate line technology.

So line technology no longer exists. We can
already recognize it and we can't bill on it. So,
therefore, I'm going to again propose that we look more at
account and if we're going to term this, it's the account ID
for access. It should be independent of packet switch, line
switch. It's an access identified that's the only
fundamentally fair mechanism that recognizes the paradigm
shift.

MS. O'REILLY: But would that distinguish between
voice and non-voice communication?

MR. KALTENBACH: ©No. It's universal.

MS. O'REILLY: So you're getting back to a very
simplified every customer is going to pay the same amount
and then by customer you will break that down by the
services that customers subscribe to?

So that if I am a five service customer of a long
distance company I will pay this five times? Is that how I
should understand what you're proposing?

MR. KALTENBACH: I think what we need to do is
talk to the manufacturer of the technology that Jim Tobias
just referenced because you don't need five accounts to a
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single long distance company any longer. You only need one

point of access, it's called IP. When you have that one
point of access you can have as many lines as you would
like.

MS. O'REILLY: But that would result in an
individual who makes one long distance call a month and has
no other contractual relationship with the provider paying
the same for Universal Service as a multi-billion dollar
corporation?

MR. KALTENBACH: ©No. Because the inherent cost
structure of a packet switch technology is one tenth to one
one hundredth that of a line switch technology.

If you look at net to phone or any of the other
switch technologies you could have an internet telephone
that inherently costs you one tenth of what it costs you
today for line switch technology.

MS. ROOKER: Okay. It was Andrea and then Rich
and then Paul.

MS. WILLIAMS: This is Andrea Williams. I just --
well, you've proven me wrong in terms of whether we can come
up with a consensus --

(Laughter.)

-- on the first -- on the first and the second
subissue.

(Laughter.)
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I'd like to suggest that from what I'm hearing of

the discussion that there appears to be too many variables
to these issues to reach a consensus on number one and
number two, and that perhaps the better way to approach this
is to provide the FCC with a copy of the transcript so they
could have the benefit of the discussion that took place,
attach that with the ex parte communication. Would you
believe that FCC would find that helpful?

MR. McELDOWNEY: Yes. I think it makes sense to
move on to the next point.

MS. WILLTIAMS: Yes.

MS. ROOKER: Let's -- Rich did have a comment and
then Paul Schroeder.

MR. ELLIS: Just very briefly. Again, the problem
with the per line or per count charge is that it does tend
to shift a lot of the cost over to the local service
provider and I think -- I would hate to speak for Congress
because, Lord knows, they have a hard time speaking for
themselves sometimes --

(Laughter.)

-— but I think their idea and basing it on
interstate revenues was it would push the cost over on folks
who readily could afford it more and at the same time
keeping the basic rate low so folks who just want to have a
basic rate to call their doctor, call the police, would be
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paying less opposed to somebody who had friends across the

country who could afford to spend more. So I think that's
what the theory was on that.

So I'm also concerned about a per line account
where one person could have a regular dial tone line and pay
the same as a person with a DSL line using it to make six or
seven different line equivalents worth of calls.

MS. ROOKER: And Paul?

MR. SCHROEDER: This is Paul Schroeder. Two
observations and a question.

The two observations are that I think Andrea and
others are quite right that one of the problems that's
emerged here is exactly what we've said all along, and that
is that there are so many of us who are ill equipped to
debate these issues.

When looking at the comments on this item I think
most consumer groups said, "Yeah. It logically makes sense.
Base it on current revenue as opposed to projected. Base
it on collected as opposed to billed." You know, those
things they just seem logical until you start peeling it

apart and pulling it apart in this way.

I think that's one of the great contributions that
this Committee can make is helping the Commission to
understand that it's got to find ways for more voices to be
heard in this debate and not just the technical experts who
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are slicing and dicing and, frankly, are largely corporate.

I mean largely the players that are affected by the fees,
but not the players that are affected as consumers either on
the receiving end as low-income consumers, for example, or
the paying end in terms of their costs on the phone bills.

The second -- I guess that's really -- that's the
observation I wanted to make, but the question I wanted to
get at which we haven't really resolved and I just wonder if
we have a quick answer to it, and that's on dial around and
how that's currently structured.

Because, as I understand it, in many instances the
dial around companies are, in fact, segments of larger long
distance companies that are -- and I guess that's billed
differently. But how are those -- how are those revenues
collected for the Universal Service Fund and how are
consumers aware of what they're paying as a percentage of
their rates for the Universal Service Fund?

MS. ROOKER: Does anyone have an answer for him?

MR. McELDOWNEY: I guess that you could probably
direct that to the FCC perhaps, I guess.

A PARTICIPANT: Yeah.

MR. GARNETT: This is Paul Garnett. To the extent
that dial around traffic is interstate telecommunications
revenue, then carriers would be assessed on those revenues.
As for how they actually recover those contributions from
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end users, I think it really depends on the carrier. Some

don't recover those revenues from dial around -- through
dial around traffic and some do. I really think it just
depends.

MR. McELDOWNEY: While you're up there, I guess
another question I have is how do the companies handle the
pre-paid cards, which in some ways it seems it raises some
of the issues as the wireless phones?

MR. GARNETT: The story is the same in the prepaid
context to dial around. Some -- it really depends on the
provider and how the recover their, you know -- the various
different mechanisms that they use, whether it's purely on a
revenue basis or a flat fee or whether it's just in the
rate.

MS. ROOKER: Okay. Susan Palmer had a question.

MS. PALMER: There's one thing -- I think there's
some debate certainly over line versus the other route but
I'm wondering if we could make a recommendation that if they
go this certain route we have consensus on that.

So if we just add the word "if" to agree and then
maybe add some cautionary notes when you get to -- if you go
this other route then you need to make sure that people
aren't, you know, having to pay twice as much for the same
functional access and things along those lines. Would that
be a possibility for --
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MR. McELDOWNEY: Could you -- Susan, could you —--

MS. ROOKER: Susan?

MR. McELDOWNEY: -- make that sort of a full
sentence?

(Laughter.)

MS. PALMER: I'm lacking the ability to read the

actual proposal.

MR.

MS,

MR.
though?

MS.
talking about
that then we

MS.

MR.

MS.

just asked in

McELDOWNEY : I know.
PALMER: But if you just say if --

McELDOWNEY: What would your sentence be

PALMER: If the FCC goes around —-- they were

if we're doing the recommendation, if they do

agree on the rest.

WILLIAMS: Well, that's the other thing --
McELDOWNEY : Susan?
WILLIAMS: That's one of the things that I

terms of taking off the table that because

there seems to be such a difference of opinion, and that

there's so many different variables that would impact how

question number one and two we responded.

It doesn't look like there could be any consensus

and probably the better thing to do is to acknowledge that

there is a difference of opinion, provide the FCC with a

transcript of

this discussion so they would have the benefit
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of the discussion in their deliberations, because we can be

here all day I think discussing whether revenue or line item
or flat fee or —--

MR. McELDOWNEY: Susan?

MS. GRANT: I don't even think that a transcript
of this discussion really fully captures everything that
people may think or people may wonder. I mean I have so
many questions now which we don't have time for.

So just the discussion that's happened so far
doesn't reflect all the guestions that I want to ask that we
don't have time for. I would prefer not to make any
recommendation in this regard or pass anything to the
Commissioners that purports to show even the diverse
opinions because I don't think that we've heard them all or
have time to hear them all.

A PARTICIPANT: Okay.

MR. McELDOWNEY: Well, maybe the thing to do would
be to wait until the end of the day to decide whether or not
based on the discussion here, the discussion -- the Jjoint
discussion of the Committees in the afternoon when we come
back together, Jjust in terms of whether or not we think
there would be any value whatsoever in having the transcript
go.

MS. GRANT: That's fine.

MR. McELDOWNEY: Andrea, why don't you move on to
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the next consensus item?

MS. WILLIAMS: Yeah.

(Laughter.)

MR. McELDOWNEY: And then later we'll get to the
hard ones.

MS. ROOKER: Vernon James has a --

Vernon?

MR. JAMES; Thank you, Shirley.

MS. ROOKER: Thank you.

MR. JAMES: This is Vernon James -- Vernon James -
- hello?

ALL: Hello. We're there.

MR. JAMES: Vernon James, San Carlos Apache Tribe.

I agree with the comments that there's a lot of
discussion that's necessary and that everybody has different
opinions.

My question is this MPR, is it completely closed,
bringing up Shirley's initial question? Is it closed for
discussion? If so, I think just the fact that there's been
so much discussion and so much misunderstanding, so many
questions to be asked, I think the recommendation should go
forward that the notice for proposed rulemaking be extended
so that there could be additional comments made so that we
can have opportunities throughout this large country for
input.
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I disagree that it needs to be closed. I think

there's need for additional discussion. Thank you.

A PARTICIPANT: Yeah.

MS. WILLIAMS: Vernon, this is --

MR. McELDOWNEY: I think that --

MS. WILLIAMS: Let me --

MR. McELDOWNEY: Yeah.

MS. WILLIAMS: Can I just respond to that --

MR. McELDOWNEY: Yeah.

MS. WILLIAMS: -- from the FCC processes?

Under the Administrative Procedures Act the FCC
has to provide a certain period of time to allow interested
parties to comment and reply comments. However, that is not
the last opportunity that an interested party can let the
FCC know how they feel about a specific issue.

In this case we're using what is called the ex
parte communication. It is a provision that allows you to
still bring your issues and questions to the FCC even after
the comment period is closed but before the FCC decides it's
going to make a certain decision.

Usually the FCC puts out a notice when they're
going to make that decision. And a week before that
decision is made, that is when at that point the FCC doesn't
take comments, whether they're comments, reply comments, ex
parte communications. That week no one can talk to the
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Commission about that particular issue while they're doing

their deliberations.

So there is still time for those who have
additional questions to bring those issues to the FCC in ex
parte communications.

MR. JAMES: But I hear a lot of discussion and a
lot of questions being asked around the table and I don't
think it should be a recommendation that it's a consensus or
even give that kind of implication. I think that everybody
has different opinions and it shouldn't be a general
statement made that this is -- if, you know, and this is
consensus because I don't think it is. I don't hear it.

MS. WILLIAMS: Well, I agree with you, Vernon.
That's why I'm suggesting we just move on because we can't
come to a consensus on numbper one and two because there are
so many different opinions.

MR. McELDOWNEY: Andrea, why don't you move on to
the next one?

MS. WILLIAMS: Right.

MR. McELDOWNEY: Hopefully, we can get one more
out of the way before --

MS. WILLIAMS: Okay.

MR. McELDOWNEY: -- the lunch break.

MS. WILLIAMS: The other one, the last issue that
was under this particular -- under mechanism for carrier
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contributions, had to deal with the different treatment for

wireless companies.

While both industry and consumer commentors agree
that treatment should be fair and equitable for all
carriers, it appeared from the commentors -- some of the
industry commentors -- I mean consumer commentors, they
prefer to have additional information in terms of why they
were treated differently.

Farlier today Anita and I and FCC staff and myself
sort of explained the difference between this is sort of an
anomaly of wireless that essentially -- because wireless
services have such unique characteristics, we don't fit very
easily into that regulatory model where things were decided
by state boundaries.

What happens is that you have Universal Service
Fund are to be recovered from interstate revenues ,and as
one commentor explained, that CMRS carriers which are
wireless carriers provide services and design their networks
without regard to these type of political boundaries and
also pursuant to their Federal licenses which don't
necessarily line up with the state -- particular state
boundaries.

Typically in the wireless context customers are
free to call from anywhere within a large geographic area.
In some instances it's nationwide, and from constantly
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changing locations. For example, you may start a call in

Maryland and end up in Virginia and in between there have
been in D.C. Well, how do you determine what's the
interstate revenue?

So what the FCC recognized back in 1998 and came
up with a safe harbor for wireless carriers because it was

very difficult, while the wireless carriers did try to what

I call fit that square into a round -- oh, it's a round peg
into a square hole. Something like that.
(Laughter.)

That what was happening was that you had some
companies that were wireless companies were overreporting
and some were underreporting. So the FCC decided to make it
-- to simplify it and come up with an interim safe harbor of
15 percent. Now where they got that number from was based
on the level of interstate traffic that was experienced by
wire line companies.

They used what they call the percentage of
interstate wire line traffic for purposes of what they call
the dial equipment minutes waiting program. The bottom
line, that they call -- refer to as DEMS, that percentage
has changed. 1It's now down to 13.25 percent.

One of the questions that the FCC asked is should
they continue this interim safe harbor for wireless
carriers? Also, some of the commenters -- one commentor
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pointed out not only should they continue it because that

situation still exists, but should they lower the safe
harbor so that it's in line with NECA's waiting program to
13.25 percent?

Now the recommendation that you see listed here
was CDTAC would support the -- that the FCC maintain the
safe harbor. Well, really there's two parts. First of all,
that the FCC would maintain the interim safe harbor for
wireless carriers and, secondly, whether there should be
some discussion of whether we should reduce that to 13.25
percent? With that said, I'm going to open the floor up, I
guess —-

MR. McELDOWNEY: I guess I would sort of expand
that a little.

I know that sort of my position was really one
that was sort of, you know, again not having the expertise
in the safe harbor thing, my position really was that the
surcharge should be applied to wireless in the same way as
to land line.

I think then that leaves it open then to the
Commission to determine -- to make sure that, you know,
wireless is being surcharged properly. I just don't think
we have the expertise around the table to determine whether
or not these safe harbor percentages are ripe. I think it
would then be up to the industry and to the Commission to
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come up with a way of splitting off the interstate and the

intrastate.

MR. KALTENBACH: Shirley?

MS. ROOKER: Okay, Matt?

MR. KALTENBACH: Matt Kaltenbach, Ericsson.

I'd like to suggest three things, number one, I
think that the current youth cases today are not limited to
wire line even though wire line seems to be the sole focus
of the apportionment and assessment methodology. So I think
it needs to encompass IP. It needs to encompass other
technologies and a methodology which is independent of the
technology.

Number two, I'd like to say it's information to
access and not just a wire line service. I think that
pretty much encompasses everyone that sits in the room
today.

Number three, I'd like to say that the
apportionment should be also equitable and flexible. It
should be able to be utilized by the most cost-effective
technology that services the goals of the program, the rural
schools, the rural end users, the rural medical. Each and
every one of these people just are not looking for access to
wireline services.

So why should we limit our focus or our scope or
our goal to that when it's information that they're trying
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to access. That's what you're trying to mainstream. So I'd

like to suggest that we take a broader stroke in terms of
guidance to the FCC to keep it a little bit more open to
really make it universal access and not competitor access.

MS. WILLIAMS: Okay. Susan-?

MS. PALMER; I really hear the first question as
being should wireless be treated differently? I mean I
think that's one very broad gquestion.

Certainly our position would be it's a different
animal. It should be equitable and I think we need to make
that cautionary note, but I think the treatment should be
different just for the reasons that Andrea outlined earlier.

There are a lot of technical issues, there are billing

issues that are very different in that environment, but I

think we -- and I think that that's the first question more
than the amount. That I would like to hear some discussion
on.

MS. WILLIAMS: Okay.

MR. McELDOWNEY: Susan?

MS. GRANT: I think that we could all agree that
wireless should pay its fair share. Beyond that though I
think it's hard to figure out how that would be calculated
when we can't even reach a consensus on the land line which
ostensively should be easier to calculate.

MS. WILLIAMS: Very good point.
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MS. GRANT: So I don't know if we can go beyond

that as a statement.

MR. KALTENBACH: Matt Koltenbach, Ericsson.

I'd like again to suggest a flat fee per account ID using a
subscription month as the metric.

MS. WILLIAMS: Matt, I think that's the type of
recommendation though that many people here would have to go
back to their companies and their organizations to see if
that's acceptable.

I think what the purpose of the Advisory Committee
again this process is we went to MPRM and took specific
issues that were related to consumers. We could be here
again for ages talking about Universal Service, whether it
should be IP, telephony, whether it should be wireless, who
should be included.

What we were trying to do is just to narrowly
focus on these specific issues. Now if you -- I suggest
that by broadening it -- if we can't even reach consensus on
some of these subissues and some of these narrowly focused
issues, I don't see how we're going to be able to reach
consensus on the broader issues.

MS. ROOKER: Well, maybe what we ought to do is
have lunch.

(Laughter.)

MR. McELDOWNEY: Shirley?
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MS. ROOKER: And we'll be a little bit more awake.

Yes? Who do we have down here? Judith?

MS. VIERA: Judy -- I think the message that we're
-- use a little sign language to identify --

I think maybe what we should send a message to the
Commission is that we would like to see a more forward
looking look at this issue.

Many of the comments that have come up today are
around the fact that things are changing very fast and if we
just look at this very narrow way of assessing Universal
Service that we've had in the past, we as consumers and as
experts in the industry can see that we're going to be going
nowhere fast.

We have declining revenues in this limited sector.

We have increasing use of the Fund and we have technologies
that are changing in ways that are going to make the whole
world change. So that would be I think a message that we
could send that would not be as narrowly focused on the MPRM
which has a life of its own and has had a full comment
period, anyway.

MS. ROOKER: Thank you, Judy. And on that note --

MS. WILLIAMS: Thank you, Judy.

MS. ROOKER: -- one more question. Where is —--
who do we have? Oh, we have a question from the public.
Yes?
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MS. WOODARD: My name is Gwendolyn Woodard. I'm

President of Worldwide Educational Consultants.

Once AT&T and Verizon/Bell Atlantic had one bill.

Now they are separate. You get the Universal Service fee

on the Verizon bill and the Universal Service fee on the
AT&T bill. What I want to know is how are those monies
that's being collected from the AT&T side being used?

Question number two, will this Committee recommend
to the Chairman to move the E-Rate program from the FCC to
the Department of Education and recommend that to Congress?
So i1it's two questions.

MS. ROOKER: Who wants to answer the first part of
that question? Rich

MR. ELLIS: I can take a little crack at it.

The Universal Service charge on the Verizon bill for most
customers is just based on subscriber line charge. So it's
about 50 cents. That's the majority of the interstate
collection that we do.

The other long distance companies would collect a
larger extent because most long distance calls are
interstate but the money all goes to the same pot.

MR. DelCASINO: And I'll add to that. I think the
fact that the AT&T bill and the Verizon bill used to be one
for some customers, used to be one bill and now it's two
bills, really doesn't change anything in terms of the
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payments that the customer made.

If AT&T long distance charges were included on a
Verizon bill as part of a Verizon bill, there was a
Universal Service Fund charge from AT&T on that bill. Now
that you're getting the AT&T bill separately it's still the
same Universal Service Fund charge.

MS. ROOKER: All right. ©Now as to the second
question that you had, which has to do with recommendations,
I'm certainly not qualified to answer that. Is there
someone here that can? Scott? Can you respond to her?

MR. MARSHALL: I don't think I'm qualified,
either, to respond --

(Laughter.)

-- to that question. Clearly, I think if you have
concerns about this you can raise them also in writing to
the Committee and we can circulate this item and maybe
discuss it at a future meeting.

But keep in mind though that we are somewhat
confined by our recommendations to what is within the
jurisdiction of the FCC to do. If we -- we can certainly --
I mean, you know, excuse me —-- you could certainly as a
Committee make a recommendation for a statutory change.
That's fine. But know that the FCC is not able to bring
that about.

MS. ROOKER: Okay. Thank you. We're going to
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adjourn for lunch. Those members of the panel are invited

to have lunch here -- of the Committee. For the rest of
you, there is a cafeteria, where?

MR. McELDOWNEY: Courtyard level.

MS. ROOKER: Courtyard level, there are two
cafeterias. Be back here at what time? 12:45? No, 1;00.
Be back here at 1:00. Thank you.

(Lunch break at 12:14 p.m.)

(On the record at 1:05 p.m.)

MS. ROOKER: We're late. You've had five minutes
of grace period.

(Pause.)

Thank you all for coming back. I would like to
thank Susan Palmer and Cingular Wireless again for our lunch
which was delicious.

Now I would like to -- we have, as was requested
at our last meeting, we have speaking to us today someone
that Dane Snowden, the Bureau Chief or CIB, is going to
introduce. 1I'd like to turn the floor over to Dane now.
Thank you.

MR. SNOWDEN: Thank you. I understand you all had
a very spirited conversation about Universal Service Fund
and I look forward to catching up more on that matter as we
go forward.

It 1is my pleasure to introduce to you Marsha
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MacBride, who is the Chief of Staff to the Chairman and to

the Federal Communications Commission.

Marsha, before coming back to the Commission, she
worked at the Walt Disney Company for -- as the VP for
Government Relations for again the Walt Disney Company.
Before that, before she left, she actually was here at the
FCC as a legal advisor to then Commissioner Powell.

So it is my pleasure to introduce Marsha and she
will take some questions at the end of her remarks, as well.

Thank you.

(Applause.)

MS. MacBRIDE: A long time veteran of the FCC. I
came in 1991 and finally slipped out the door last summer
only to be on the boomerang plan. Didn't know that, but I'm
happy to be back and certainly happy to be working with the
Chairman in the Chief of Staff position.

Good afternoon and welcome to the FCC on this very
classic Washington, D.C. day. You can see about four feet
in front of you outside. If you haven't been out in a while
that's a good thing.

I'm pleased to have this opportunity to talk to
this group and I'm really looking forward to working with
you all on developing telecom policy that really focuses on
the interests and the needs of consumers.

I'm also pleased that you've had this opportunity
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to meet Dane Snowden. Dane comes to this job with a

tremendous amount of energy and a lot of new ideas and we're
extremely excited to have him here.

Unfortunately, Dane is getting his lesson in
patience, for some of you who work for the government would
know, we don't move too quickly around here. So I keep
saying, "Yes, we'll do that in due time." But he's getting
used to that and a little more comfortable with it.

I promised you that our commitment, the Chairman's
commitment, today and in the work of the CIB is great. As
I'm going to talk about today, I want to give you kind of an
overview of the role that we see with CIB and its
relationship to this group and how that's so important in
what we do and everything that we do at the Commission.

You've probably heard a lot of talk about
competitive markets and I want to talk a little bit about
consumers in competitive markets today because that's kind
of the foundation of where we start from.

You know, I think if you look around the world and
you look at what's happened in the latter half of the 20th
Century you've noticed that a lot of countries that have
tried different models, economic models, have come back to
competitive markets as the model that best serves the
overall needs of consumers.

But I think as we've also seen since the passage
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of the 1996 Act that competitive markets have their own set

of unique problems for consumers. For instance, when we
only had one phone company the government had a single point
of contact. We could make a decision and that company could
implement that decision across its entire network. You
could reasonably and reliably predict the impact of a
decision from the government on both the consumer as well as
the company itself.

In a competitive market the actions of governments
are a lot more complicated and a lot less predictable.
Competitors have very different business models and
different technical architectures. This makes the one size
fits all rule very, very challenging.

In capital markets, as we have seen, sometimes can
play an extremely volatile role in the continuing viability
of competitors in a competitive marketplace. We have found
that the need to coordinate with local and state officials
on areas of consumer interest is great and is a challenge
because it's spread across so many different entities across
the country.

So now we're faced with the following questions,
how do we develop policies for competitive markets that will
ensure the consumers reap the benefits of those markets and
how do we help protect consumers from market abuses?

Of course, answering those questions is why you're
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here. We're really looking forward to working with this

group to help us focus on the issues and focus on what
answers there are for us to use.

The Chairman recently gave a speech on his
perspective on consumers and markets and I thought I'd take
this opportunity to review with you a little bit of the
highlights of that speech. I have copies of it as well
which I will leave if you haven't seen it.

The main thrust of his remarks was to emphasize
that everything we do is about consumers. I think this is
an extremely important piece of how the Chairman looks at
the issues that he faces and the Commission faces on a daily
basis.

As public servants we only have one real client
and that is the consumer. Competition policy that focuses
on competitors but doesn't take that next step of looking at
what the impact of those competitors are on the consumer
sorely misses the mark.

In market economies consumers cannot be docile
recipients of services but must be extremely avid, smart
players. They must make decisions about what to buy and
what price and those decisions can turn around and make or
break a company's particular product line or even the long-
term viability of the company itself.

So while government can take steps to promote
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competitors in a market it is ultimately up to the consumer

as to whether the goods and services being offered by that
particular company are particularly appealing.

So most of our emphasis so far has been trying to
find ways to help consumers navigate through the maze of
goods and services that are currently available by this very
active, competitive market that we have. How do we do this?

Well, some of the following ways we think help
bring FCC -- help the FCC bring consumers very squarely into
the marketplace as very active and solid players.

The first thing we have to do is help manage
expectations. When the government and the companies and the
press are all touting new goods and services that have yet
to be rolled out in any kind of a mass market way or have
yet to be tested, we frustrate consumers. It's an
understandable frustration.

It also can backfire in that they can then be
turned off to particular goods and products that actually
will be available, but it will take time for those services
to be available to everybody at the kinds of prices people
are willing to pay and with the kind of reliability people
have come to be accustomed to, especially in communications
services.

Brochures, consumer alerts, consumer forums, our
webpage -- these are all ways that we try and reach out to
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consumers. As Dane always says, he needs to take the road

show outside the Beltway. One of the things that we're
really looking at is how can we bring all of this
information that the FCC has in a very proactive way out to
consumers instead of just sitting there expecting consumers
to find us? So we're reqularly challenging Dane. So far
he's doing okay.

Customer confusion. We have to find ways that we
can reduce or even eliminate customer confusion. They have
to be able to make informed decisions. Managing
expectations is a piece of that, but also the phone bills.
Helping people understand how to read them. And helping
people understand what the services are and have reasonable
expectations of what they'll get from those services is
extremely important. One of the main pieces of that is
absolutely clarifying, doing everything that we can to
clarify confusion.

We have a standard of efficiently trying to
resolve consumer complaints. We continuously strive to
improve our processes and we are really, you know, pleased
that over the last year we have been able to take what's
been in CIB and get rid of the backlog. So Dane's coming in
thanks to his predecessor in a very nice way to come in and
look forward.

We don't have a lot of backlog. We've got a lot
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of our times and our efficiencies down. Now the question is

what's next? We're very excited about what we are -- have
planned for that.

The other thing is is that we think that to
protect the interest of consumers in market-driven economies
that we have to be -- we have to have headlights on what's
going on in the consumer marketplace through the complaint
process.

We take in a wealth of information at our call
centers. We're trying to develop new systems that will help
us analyze that data, get that data back to the policy
bureaus that work on particular areas and get solutions to
that involved in the policies as they're being developed
from the front end. That's an extremely important part of
what we're doing now.

Accommodating special needs. We're very aware of
our responsibility to work with organizations like yours and
others to accommodate special needs because we know that
there are some areas that the market just will not
effectively address.

Congress recognized this in Section 255 and we
have a concerted effort on trying to figure out ways we can
work with groups to develop technology that will produce
access for this community. This task force is absolutely
crucial -- absolutely crucial to that endeavor.
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We also are very focused on advancing opportunity

in the communications fields. But finding ways to
accomplish the goals of both introducing ownership and
employment in the communications area is very difficult
to —-- 1it's very challenging to find a way to do it that's
Constitutionally sustainable by today's Courts.

As you're likely aware, the Chairman has also
strongly supported the McCaine tax bill, tax credit bill,
and we are working with them regularly to try and move this
in Congress because we think this is also a good way of
helping consumers and more and more different types of
consumers have involvement in the communications industry,
both through employment and through ownership.

Finally, critically, it's our continuous struggle
to find new and effective ways of improving access to the
network. The fact that there are still large numbers of
low-income individuals that are leaving money on the table
that are designed to help them gain access to the system is
just not -- it's not acceptable.

Only 30 percent of all of those low-income
individuals that are eligible for Lifeline will actually
take advantage of those services. We're committed to
working with the states and local communities in developing
increased participation in these low-income groups.

Access today means more than it ever has. Access
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is access to voice, 1t's access to data, i1t's internet.

It's high-speed data. We are committed to doing what we can
to facilitate as much access to this as we can in a
reasonable manner, in a timely manner and in a manner, 1if I
may go full circle, that is reasonably manages the
expectations of consumers to these services and minimizes
their confusion so they can be active players in the
marketplace.

So I thank you for giving me this opportunity to
share with you what we've been thinking about consumers.
Hopefully, I've explained a little bit about how we
envisioned CIB's processes in this.

We are committed to making CIB an active
participant in every level of our process and, as Dane goes
regularly knocking on all the Bureau Chief's doors, I can
assure you he is a very, very active participant and a very
avid proponent of his role and the role of CIB in everything
that the Commission does. We're very happy to have such a
strong leader in that spot.

I also believe that working through CIB this
organization will be extremely helpful and crucial to our
making the right decisions for consumers about the issues
that are part of your charter and we're really looking
forward to working with you through Dane to try and
accommodate the needs of all of Americans as we move forward
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today. So thank you very much and I would be happy to take

a few questions.

(Pause.)

That's quick. Been thinking about that one.

MR. McELDOWNEY: Yes. I was thinking about that
one. I'm with a group called Consumer Action. I guess I
wanted to sort of make a comment and then a question.

Consumer Action has a multi-lingual complaint
hotline in English, Cantonese, Mandarin and Spanish.

A PARTICIPANT: Could you use the mike?

MR. McELDOWNEY: Oh, I'm sorry. I was —-- my name
is Consumer Action and we work with a wide -- with sort of
the changing demographics. We have a complaint hotline in
English, Cantonese, Mandarin and also Spanish. We work very
closely with Federal agencies such as HUD, Department of the
Treasury, Federal Reserve, in terms of translating and
distributing their materials nationally in both Spanish and
Asian languages.

I guess one of the real concerns that I've had I
guess about the FCC in the past is that I think that they
have been very slow in terms of reaching out to the diverse
population in Spanish and Asian language to (1) resolve
confusion, to educate and to make sure the complaints are
received.

I'm just wondering what you all are going to be
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planning on doing in terms of both making your complaint

hotline in Spanish and Asian languages but also in terms of
getting your materials out in a wide number of languages.

MS. MacBRIDE: 1I'll let Dane answer the specifics
of that, but it's certainly something that we have been
thinking about very, very much.

One of the perspectives that Dane has brought to
his job is that the Consumer Information Bureau is the
Consumer Information Bureau, it's all consumers. He has
really been focusing on how to make sure there's access to
all American consumers of services and this is one of the
areas in which he has also identified a need to move more
quickly than we have moved in the past.

MR. SNOWDEN: To address your question
specifically, we actually currently in our consumer centers,
both in Gettysburg and here in Washington, if you call and
you're a Spanish-speaker you can have another Spanish-
speaker communicating with you.

The other languages we're looking into right now
in terms of our outreach plan we are looking at the census
data that is currently available telling us what is out
there and what languages we should be targeting first. We
have to make certain languages a priority over others.

Obviously, Spanish-speakers are definitely a
priority in this country as we develop and also Asian-
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Americans as well. So we are moving in that direction with

lightening speed.

MS. MacBRIDE: And the more gracious Congress is
with our budget the more we'll be able to do in that regard

(Laughter.)

-- without a doubt. Yes?

MS. GRANT: Hi! Susan Grant, National Consumers
League.

The convergence of different kinds of
communications and the emergence of interactive TV raise
huge privacy concerns. I'm wondering what the Commission is
doing to get out in front of that issue?

MS. MacBRIDE: We're very aware of those of those
concerns, as well. We actually have been -- the Hill has a
great concern about those things. I don't know how much of
solving that problem is directly in the purview of the
Commission.

But at the same time, one thing we really
recognize and are trying to really work with Congress on is
that we want to help be the technical experts. If Congress
has to pass a law, i1if there has to be legislation of any
kind that handles these things because we don't handle them,
it's not within it, we want to make sure that we've got the
independent, technical expertise and policy expertise that
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will be able to help Congress make those decisions.

So this is one of the areas that we look at,
whether it be 911, the interactive television piece. 1It's
hard when we don't know exactly what those things are going
to look like yet, but I do think it's very important from
the very beginning that we are very vocal about the needs
for companies to be thinking about these issues as they move
forward.

You know, you hope to some degree that the
companies through either their own self-interest or
otherwise will be active in protecting those interests as
well so they, in fact, end up without having I think a lot
of bad publicity that can come from mishandling privacy
information. There's really nothing I think that upsets
consumers more. Yes? I'll work around the table.

MR. BAKER: Hi! My name is Chris Baker and I'm
with AARP.

I know through survey work that we've done that
many of our members and many older people in general use
wireless telephone service. What we couldn't find out from
our survey work was how many had complaints or problems with
their service and how many, you know, had drop calls or so
forth.

I'm just wondering what the FCC is doing to record
those complaints or publicize the complaints that people
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make about cellphone service?

MS. MacBRIDE: We are doing that, just for the --

MR. SNOWDEN: We've received several inquiries
about the information, the complaint information, that we
are currently gathering and we are in the process of
gathering it and making sure it is accurate because once we
release that information we realize that there will be
people on both sides of the issues saying one thing about
the information.

So what we're going to do is make sure the
information is accurate and in due course time begin to
release some of that information.

MS. MacBRIDE: The idea is to get it out, but the
idea is to make sure that what we've got is accurate, and
that what we've got reflects market trends and reflects
problems, not little, isolated problems, but overall. We're
trying to look at this from a very national point of view.

So we have -- wireless was our first one up so
we're probably farther along on the wireless side than we
are on some of the other sides.

You know, part of the technology and part of the
struggle that wireless companies have for more spectrum is
to fix a lot of the reliability issues. You've got to
remember how young that service is. We sometimes think of
it because we all glommed onto it so quickly that, you know,
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it's just a couple of years ago.

So 1t does not yet have the infrastructure for the
type of reliability that you get in a wire line side. So
we're really trying to work with companies to make sure that
they use spectrum efficiently and in a manner that they can.
The whole issue of getting polls out into the communities
and the struggle with that all has to do with that.

So that's why when we want to make sure that when
we release data that we have thought about it and its
perspective. So it's again so we don't create confusion, we
actually help to solve it. That's really where we are and
we're very close on that, as well. All of that data has
been going to the wireless bureau just so you know.

So as they focus through and help us understand it
they are already kind of paying attention to any issues that
have kind of arisen from it. So far I don't think they have
found anything that has been anything more than what we
expected to find in the complaint process as well. Yes,
sir?

MR. SCHROEDER: Hi! Paul Schroeder with the --

MS. ROOKER: When you -- I'm sorry.

MR. SCHROEDER: Oops! I'm sorry.

MS. ROOKER: Go ahead.

MR. SCHROEDER: Who --

MS. ROOKER: Paul?
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MR. SCHROEDER: Okay. Paul Schroeder, Alliance

for Public Technology and American Foundation for the Blind.

I have two questions for you. One has to do with
infrastructure and I gather there might be another
proceeding coming up on 706, but not so much specifically on
that but what would you like -- what would be helpful for
the Commission to hear from us around the issues of access
to broadband services, making sure that consumers in all
categories have access assured to them, what kinds of
recommendations around universal service, if any, would be
useful in that area? That's gquestion one. I mean I think
this issue of infrastructure deployment and development is
pretty critical.

The second one is somewhat 255-related and that is
are you looking at the impact on access to converged
technologies, that is to say technologies with data and
voice. But primarily 255 has focused on voice because of
distinctions, but obviously there are a number of issues
around data. We've already talked today about the fact that
data has already surpassed voice in terms of its use on the
lines.

So the question is what is the Commission planning
to do to try to keep 255 up to speed with the reality of
technology?

MS. MacBRIDE: Two very good questions. Let me
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answer your second question first. The Commission is

following this as fast as we can in terms of what's
available out there, what technologies are available out
there. We have a -- on the technology side who has a group
that just looks at what's going to be coming down the
pipeline in terms of technology challenges for individuals
with specific assess needs and also how we're going to
conceptualize those in the rules and policies that we're
putting out today.

You know, the FCC can do a lot but we don't always
know exactly what the right answer is of what we should
require. What's going to be effective? How is it going to
be effective? Then certainly that kind of comes back to
your first question and that's really what we're looking at
from this group.

We look at the data. We can analyze the data
about what we can see out there. We don't have great data,
we're working on that as well, and that's 706 that's
supposed to help us do that. From that we are supposed to
be able to decide what kinds of trends are necessary.

But there are new products out there all the time.

There are new ways that people are developing access.
There are new technologies out there that don't have access
as part of their thinking.

It really is kind of -- my thought that the focus
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of this group really talks about those things, tries to

categorize them, tries to put them in a perspective that we
can then develop some type of policy that would help
effectuate the goals of getting more service to particular
groups of people who for whatever reason aren't able to do
so. And identifying where they are and coming up with some
solutions about how to do that. That's the hard part,
there's no doubt about it. That's the hard part. Yes, sir?

MR. GOLDBERG: Larry Goldberg from the National
Center for Assessable Media, WGBH.

The Commission's done some wonderful things in
terms of solving some of the marketplace failures in terms
of close captioning and video description. The captioning
rules have been tremendously effective. The video
description rules were also well written, but as you know
are now in the Court of Appeals being challenged.

Can you give us a little bit of an update on where
that stands and how the Commission might be dealing with
that?

MS. MacBRIDE: Stands right there in the Courts.
I think that the biggest issue that we have with that is
whether or not the Courts are going to sustain it given its
statutory basis.

I think you find the one thing that we are really
struggling with here at the Commission is having the do-
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overs. We have a lot of do-overs that we have before us now

because we did not write rules sustained by a record that
the Court would accept. As a result we are struggling to
keep within the bounds.

So even if we don't take as big a step as we would
like to take we've taken a step that the Courts will say,
"Yes. Congress clearly included this within the authority
which it gave you to do." That is a little bit more
conservative in approach, but it's the approach that the
Chairman has already spoken quite a few times about the way
he'll take it, a much more Jjudicial approach.

We will have to see, just like we did in the cable
area. We will have to see what guidance the Court gives us
about how far we can push in that area. They may think that
what was there for statutory authority was sufficient, in
which case that gives us a whole different set of roads to
travel than if it sends it back and says, "You can't go near
these things."

So right now, unfortunately, we've been on the --
you know, on the hurting end I think a little bit of the
expanse of our authority independent of specific comments
from Congress. The Courts have been very wary of giving us
deference on issues and we're working very hard to repair
that relationship. To do so, I think it's going to take
some very kind of step-by-step approaches so we don't end up
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two years really have gone nowhere at all because we

overreached the first time. Yes?

MS. WILLIAMS: Hi! I'm Andrea Williams from CTIA.
This morning Commissioner Copps reminded us that even as an
Advisory Committee that we can't address everything. I
think it would be helpful if you could give us some idea
what are some of the -- if you give us the top four of five
priorities in the Commission that we as a committee can have
some impact and provide some guidance or advice to the
Commission.

MS. MacBRIDE: That would be helpful?

MS. WILLIAMS: That would be helpful, mm-hmm.

MS. MacBRIDE: Well, I can certainly give you my
list but I think given that charge I would prefer to work
with Dane and the Chairman himself. Because they would be -
- if you're asking for his priorities and the priorities of
the Commissioners we could certainly pull that together for
you. I think that would be extremely helpful.

I would agree that you can't be in all the places
that you need to be at once. Let me take that back to Dane
and we will work on what we think, or what the areas of the
proceedings and the things that working out that your
involvement in those we think are crucial to our coming up
with the right answer. Okay.

MS. BATTAT: To follow-up to your response to
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Chris about publicizing the complaints, is that also going

to include complaints on disability issues?

MS. MacBRIDE: Do we collect them that way?

MR. SNOWDEN: Yes, we do collect them --

MS. MacBRIDE: Then the answer is yes. We're
really just -- it's a big project and it's a big project
that has not been particularly funded. So we're now really
getting to the point where we can develop data bases and we
can develop processing of data that allows us to be
effective in pulling together trends.

As long as we're collecting it we can move from
there. What we'll do is we'll find areas that we're not
collecting information that we should be and will modify
them. It will always be kind of a work in progress.

Is that 1it?
(No response.)
Well, thank you and I'll let you get back to work.

MS. O'REILLY: Is it still possible to ask a

question?

MS. MacBRIDE: Oh, sure.

MS. O'REILLY: This is Kathleen O'Reilly on the
line. I have a question that might be in the category of

something to take back to the Chairman and the
Commissioners.
You've brought the message that the Chairman
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himself has reiterated that he views consumers as the number

one constituency of the Commission and competitive markets
being the superior way to protect them and that there are
areas where competitive markets are not working. He has
expressed frustration that finds in his view have not been
sufficient to create the incentive for compliance with the
law and is looking to make recommendations as far as
increasing the Commission's enforcement rules.

I'm wondering beyond increasing fines at levels
that would make it less profitable for there to be
violations of the law. What specific other enforcement
tools that the Commission already has is the Commission
looking at to enforcing? Specifically, cease and desist or
when information filed under ocath is found to be false? 1In
particular cases to turn these matters over for criminal
prosecution or licensing revocation? Some of the other
enforcement tools that would give consumers more protection
than we've been getting with really inadequate fines?

MS. MacBRIDE: The issue of inadequate fines,
obviously, is a very serious one and one we've been
haranguing from the very beginning. The problem that we
have is that fines are a deterrent mechanism. They're like
triple or treble damages that you get in the anti-trust. We
are not going to fix every little place that we find a
problem, always.
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If we have complaints that come to us that's fine,

but in order to get companies and in order to make sure that
our rules are respected and abided by across the country, it
really requires that there be a deterrence effort. That's
really the main part of those fines, to make it so if you
get caught you get stung a little bit.

We're looking at lots of different ways to do it.

That was actually one of the main goals of developing the
enforcement bureau was to try and find more specific ways to
permit the government to have an impact in the way that its
rules are abided by across the country and it's been working
on that.

Some rules, some statutory rules, allow us to have
revocation as a solution and some statutory rules do not, so
it varies from area to area.

But I think one of the things that we're really
been successful on is identifying -- beginning to identify
where there are greater needs in the enforcement bureau. I
would actually probably leave it to David Solomon, who has
spent a lot of time working and thinking about this to
answer your question. But it is something we're absolutely
committed to and we do look at fines as only a piece -- a
piece of that solution, although I think an extraordinarily
large piece of it. Okay?

MS. O'REILLY: Thank you so much.
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MS. MacBRIDE: Thank you.

(Applause.)

MS. ROOKER: Now we are going to go into our
breakout sessions and Scott will give you the logistics on
that.

MR. MARSHALL: 1Indeed. We're breaking out into
two groups this afternoon, the Disability Subcommittee --
I'm sure you know who you are but in case you don't, people
with yellow badges will go to room 442, which is right again
across the hall out the door here to my right and straight
across the hall and down the hall past the turn to the
restrooms, a few more yards and 442 is on your left.

Chairing that group today will be Jim Tobias.
Thank you, Jim. Micaela will also be joining you via
teleconference in that group. If you could be back here say
at about 25 to --

MS. ROOKER: 3:40.

MR. MARSHALL: 3:40, okay, 1is the word from our
Chairman. That would be great.

The rest of you in the blue and the pink, that is
the Consumer Subcommittee and the Affordability
Subcommittee. If you could stay right here we will be
having a joint meeting with those two groups. Thanks.

MS. ROOKER: Actually you're meeting is from 1:30
to 3:30 and you get a 10 minute break.
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MR. SCHROEDER: Shirley?

MS. ROOKER: So don't ever say we're too bad.
Yes, Paul?

MR. SCHROEDER: Paul Schroeder. Do we have a
charge of what we're -- are we talking about this Universal
Service thing? What are we doing?

MS. ROOKER: Well, in the -- with the
accessibility -- the Affordability and the Consumer
Subcommittees that are going to meet here, we are going to
be talking about Universal Service.

The Disabilities Committee has its own issue --
list of issues and priorities that they're going to discuss
because they're coming together to some consensus on their
priorities. So does that answer your question?

MR. SCHROEDER: Mm-hmm.

MS. ROOKER: Okay. All right. Thank you very
much.

(Off the record at 1:38 p.m.)

(On the record at 1:45 p.m.)

MS. ROOKER: Well, it was apparent to me this
morning that there are so many opinions on the Universal
Service Fund that there might be some items of agreement.
I'm not willing to give that up yet, but I'm probably overly
optimistic.

Andrea and Ken and I were discussing at lunch how
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we might proceed this afternoon. Perhaps what we should do

is to spend the first hour or so looking at the many issues
in Universal Service and then seeing -- because if we find
that we can't reach an agreement, which I think is probably
likely, it might be useful for us to see if we could come up
with some differing opinions and being presented as that,
not as recommendations but as some of the thoughts and
concerns that we have about the various sections.

Those can be conflicting. They don't have to be,
as I said -- it's not an opinion, but that these would be
items that had been discussed by the Committee,
subcommittees, and presented to the Committee. I don't know
whether that's reasonable or not.

My goal was to see if we could come up with
something to present to the Chairman. Certainly we're not
going to present recommendations, it doesn't seem.

What is your thought on us trying to come up with
maybe three or four items with -- or points of discussion
with some of the various aspects of Universal Service Fund?

Does that make sense? 1I'd like to hear -- I mean I'm just
looking for a way for us to come up with something
constructive. Belinda?

MS. NELSON: Thank you, Madame Chair.

I think we need to go back to the basics of the
Universal Service concept, kept that in mind and try to keep
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some focus here for the subcommittee.

As I understand it, Universal Service 1s -- the
concept is the ability for everyone in the country to afford
telephone service. So the funds and the issue that we have
before us as a subcommittee is to make that funding work.

So 1f we keep our focus on the funding -- and I
speak on behalf of the unserved and undeserved population of
this country -- and I'm all for making those populations
have access to telephony or to technology or to information,
so let's try to keep the focus on the funding issue and then
perhaps from there my suggestion would be to build some kind
of consensus on principles and how to get some kind of
methodology for building these contributions from different
carriers.

I do know and I understand that there's different
technologies out there and, for instance, usage might not be
feasible because of voice-over IP. That technology doesn't
allow to measure for minutes of use so usage might be thrown
out.

Concepts or principles such as being equitable,
you know, have all carriers contribute in some manner that's
equitable to all carriers. As the gentleman from Ericsson
said, should be independent of technology because there's
just such a wide array of technology here.

So maybe i1f we concentrate on principles of how to
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adapt that methodology then we won't be so torn on the

different types of technology and maybe perhaps gain a
broader sweep of how we're going to attack this issue.

MS. ROOKER: Well, actually Andrea and Ken are

going to be running this meeting. I only put out my
thoughts as a -- just to kick us off. So what I'd like for
them to do is to take over and run it. I'm going to go take
a nap.

(Laughter.)

MS. NELSON: Don't you dare.

MS. ROOKER: But, at any rate, I would like for
them to take it over and go with it to where it may. Thank
you.

MS. WILLTAMS: I think Nancy had --

MS. ELLIS: Nancy Linke-Ellis, Tri Caption Films.

Hope nobody's on the phone line.

Really mine is more of a comment that anything --
and speaking from a deaf consumer standpoint, the more I
hear the more confused I become.

I don't work for Verizon and I don't work for any
of the major telephone carriers. But for somebody like
myself who is an end user, and we sit here and we discuss
whether it's, you know, current or projected incomes and I'm
sitting here saying, "Well, does it -- where does my two-way
pager fit in? Where does my PDA fit in? Where does my

Heritage Reporting Corporation
(202) ©28-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

155
cellphone? Where do my bundled phone services?"

I think in order to make any kind of intelligent
comment I would like to know how these are covered? My
second comment is -- or at least what category they're
specified in so that we don't get off on track of, you know,
all the different things.

We talk about the revenues and we talk about how
they should be discerned, but nowhere have I heard about the
monies or the efforts put forward to developing the new
undeserved areas. Obviously, we don't want companies to go
under trying to, you know, provide for this, but on the
other hand, when you have the Native American side that is
under 30 percent coverage, somewhere that we'll call it
development or increased outreach, I want to know where does
that fit into all of the percentages of coverage and carrier
fees?

MS. WILLIAMS: Michael?

MR. DelCASINO: This is Michael DelCasino.

I'd like to take off just for a minute, not for a nap --

(Laughter.)

-- but to take off for a minute on Belinda's
notion of principles but maybe take it to a different level.

This is a consumer advisory committee so it seems
to me that if we did anything we could pass along to the
Chairman some principles against which to evaluate all of
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the comments that he's -- the separate comments that he's

received from companies and industry and consumer groups and
what not.

I'm just going to throw out a few thoughts, but
one is the notion of simplicity. From a consumer
perspective it seems to me anything that they do with
Universal Service ought to be as simple as possible. I'm
just making that statement. How do you define simplicity?
We could probably talk for hours about that, but simplicity
is a principle that they might want to undertake and that we
can talk about a little bit, something that's easy to
understand from the consumer perspective.

Then the other item is how do you communicate this
change to consumers? This is an area maybe where this group
could identify some ways where industry, the FCC, and maybe
the consumer groups and associations, industry associations,
could jointly put together some communication packages for
consumers.

That should -- it seems to me that would ease the
consumers minds 1f you see some sort of communication that's
coming from the FCC and Verizon and AT&T and the American
Association for the Blind and what not, that they would be,
you know, a little bit more -- put a little bit more at
ease.

So whatever the decision finally comes out to be
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if we could put together some communication package or

something like that. That's -- just a few thoughts in that
regard.

MS. WILLIAMS: So -- Susan?

MS. PALMER: I really want to support the idea of
guiding principles -- I'm not on? Okay. Of guiding
principles because I think that there are some things we can
agree upon. We may -- and one of them might be that, you
know, there needs to be more consumer involvement early on
so they can understand the issues better and make informed
recommendations.

Because I think -- I mean I have a good support
system in my company and I still have a lot of trouble with
this -- this issue. So certainly education sounds like it's
a piece and there's some other issues. I think if we can
focus our discussion on things we generally agree upon and
things we can support. We could go back with some
meaningful recommendations, even if it's not go with this
technology or go with this process. But at least these are
guiding principles in making decisions.

My only question is is that going to be useful to
the people from the FCC or is there no one here who could
respond to that?

MS. WILLTIAMS: Ken?

MR. McELDOWNEY: Yeah. I think maybe -- I sort of
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like the idea of the guiding principle thing. Two that sort

of came in my mind -- I know that one of the questions that
they were asking was whether or not the surcharge Lifeline
customers.

Certainly in California it's —-- the Lifeline
surcharge is not applied on Lifeline customers. I would
think that that would be a guiding principle that we could
have here just in terms of should not be on Lifeline
customers.

The second one I think really would be that if, in
fact, a company is choosing to pass on the surcharge to
their customers, that they pass it on to all of their
customers in an equitable fashion.

I guess I never thought that someone would be more
cynical than me, but it never crossed my mind that long
distance companies would negotiate contracts with large
business customers in which they would tell them that they
did not have to pay the surcharge. It never crossed my
mind.

So I think that that would be a guiding principle,
that if they're going to pass it on to their customers that
they have to pass it on to all of their customers in an
equitable fashion.

MS. WILLIAMS: Ken, one of the things that I'd
like to follow-up on. First of all, I like this idea of
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guiding principles. I think that's something that we can

all coalesce around. Unless I hear otherwise, we will
proceed in that fashion.

Also, those who are sitting out in the audience,
this is a subcommittee meeting and you are welcomed to
provide us with your input, as well. One of -- oh --

MR. McELDOWNEY: Andrea, Rich has been having --

MS. WILLIAMS: I think, Ken, one of the issues
that you just pointed out in terms of making sure customers
can understand the simplicity, as Michael pointed out, I
think all of us in this room would agree that the goal
should be providing consumers with accurate and
understandable bills with non-misleading information
concerning the Universal Service Fund.

Is that a principle that everyone can agree to or

MS. PALMER: 1Is someone charting these? I mean I
hate to mention that since I can't read the chart, but that
might be helpful if it's not being done.

MS. WILLIAMS: Pardon me? Susan, I can't hear
you.

MS. PALMER: To chart the ideas so people can look
at them in addition to listening? Is that a possibility --

MS. WILLIAMS: Yes. Can I have --

MS. PALMER: -— to have like a —--
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MS. WILLIAMS: -—- volunteer who would --

(Pause.)

There's a chart right behind us. A volunteer who
would write some of these guiding principles that we --

(Pause.)

MS. ALWARD: I'd be happy to do it.

MS. WILLIAMS: Rayna has come.

MS. ALWARD: Just one clarification before we move
forward with the discussion.

Since there seems to be a general accord about
focusing on guiding principles rather than going into
technical --

MS. WILLIAMS: Recommendations, right.

MS. ALWARD: So does this then place our
committee, our subcommittee, as kind of an interim or an
intermediary function so that we're not going to be making
any specific recommendations, but we are going to be giving
recommendations or general operating principles to yet
another group that is then going to be composed of the
different interest groups and they are the ones that are
going to hammer out the actual --

MS. WILLIAMS: ©No. But I see the goal of the two
subcommittees is that we would come up with -- try to
develop some guiding principles and then when we get back
with the other subcommittee have a discussion. These are
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the guiding principles that these two committees came up

with and were able to get consensus on and have their input.

I'm sure there's maybe -- some people may want to
broaden some of those guiding principles or shorten them.
But at the end of the day that we will have one set of
guiding principles that we all can vote and Shirley can put
before the full Committee to vote and adopt, but that
they --

MR. McELDOWNEY: That would then go to the
Chair -- to the Chairman of the Commission as a -- in
essence, our recommendation to the Chairman would be the
guiding principles.

MS. ALWARD: So instead of actually coming to any
kind of resolution about whether --

MR. McELDOWNEY: Right.

MS. ALWARD: -- the revenue -- the --

MR. McELDOWNEY: Right.

MS. ALWARD: -- the revenue should be on current
or billed or all of those things. In effect, we're taking
the questions that were brought to us and putting them in a
different framework and then we're kind of handing it back
to the Commission saying, "You still have to make all of the
decisions."

MS. ROOKER: Well, that was not our goal
initially, but the discussion this morning when we talked
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about it, it seemed to me that there were so many divergent

opinions that we'd never get to a consensus.

Now if you think that there are some issues that
we can find consensus we are not precluding putting together
consensus opinions for the major committee.

MS. ALWARD: I'm not -- I'm seeing that that's the
case and, in fact, even in the e-mails that we -- even
within the corporate industry representatives who are
responding there wasn't -- there wasn't consensus among them
about the particular answers.

So it's just -- I think it's leading to a somewhat
different definition of what our group is doing. That's the
only point I'm making.

MS. WILLIAMS: Right. 1Instead of having --
getting specific responses for what was passed out today we
have now jumped off -- this has only been a facilitator to
get to where we are now —--

MS. ALWARD: Yeah.

MS. WILLIAMS: -- in terms of looking at this in
terms of guiding principles as opposed to specific
recommendations.

I think, as Ken and Shirley and I were talking at
lunch today, I think that our time is better spent in coming
up with either if there is, as Shirley pointed out, a
divergent -- different opinions rather than coming up with
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recommendations.

Belinda had another idea which were principles
which a number of people in here now agree that maybe that
is the best approach. That is why I asked if everyone
thought that was a better approach.

Believe me, I -- me, personally, I am not wedded
to this. As I said, I'm here -- I see my role as helping to
facilitate discussion to get us to where everyone believes
they can have some input and come out with something that we
can provide the Commission to give them some guidance,
whether they be guiding principles -- I don't like to use
the word "recommendations" because it gets back to this
original document.

But, yes, we are going down a different -- a
little different route and that's fine.

MS. ROOKER: Rich has a question.

MR. ELLIS: My comment's a little out of sync but
it's so rare that Verizon and AT&T agree on a lot of issues
I wanted to --

(Laughter.)

-- highlight them when we do.

(Laughter.)

MS. WILLIAMS: Well, we don't even agree sometimes
on wireless here.

(Laughter.)
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MR. ELLIS: Until one of us buys the other.

(Laughter.)

But I think Mike is right on target, that no
matter what we do here our overriding priority has got to be
to try and foster more education of consumers about what
Universal Service Funds are for. Regardless of how it's
collected and who pays for it, the bottom line is customers
don't understand what it is even when they understand the
words on their bill.

To say Universal Service Fund is meaningless to
customers. I'll tell you an anecdote that came out of one
of customer advisory board meetings recently where Pat Wood,
the Chairman of -- the former Chairman of the Texas Public
Service Commission, was speaking about a complaint he got
from a customer in Valentine, Texas who didn't want to pay
the Universal Service fee.

He said, "Well, that's about $1.00 on your bill."

She said, "That's correct." He said, "Well, do you realize
that it costs about $1,000 a month to provide service to you
in Valentine, Texas and you're paying about $8 a month and
you have the choice."

(Laughter.)

All of a sudden the Universal Service fee seemed
real good to her.

(Laughter.)
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I think if a lot of customers knew what the

Universal Service Fund was they'd be more supportive of it.

I know from Verizon's perspective we get lots of
calls from customers who don't know what it is and are
complaining about it on their bill. I know the FCC does, as
well. So we really need to focus on the good, social good,
this Universal Service Fund does so that customers will
support it.

Second of all, while I've got the mike I wanted to
do a blatant plug for a website that was set up by several
of the phone companies that were involved in the Calls
Coalition in coordination with USTA. For those who don't
know what the acronym stands for, it doesn't make any
difference.

A lot of the phone companies got together and put
up a website that lists the qualifying information for
Lifeline and link up services by states. It's probably more
applicable to service organizations rather than individual
consumers but it's www.lifelinesupport.org. You can click
on your state and then click on the phone company that
serves you and it talks all about the requirements for
Universal Service and Lifeline funding for your
organization or your state.

With that, I surrender the mike. Thank you.

MS. WILLTAMS: Susan?
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MS. GRANT: I think it makes a lot of sense to go

down the road we're heading down now. There really are two
issues, one is how the companies are assessed for the fund.
I don't think we want to go there.

Then the other issue is how our individual
subscribers assessed, which I think we can identify some
basic principles to put forward to the whole council.

Then the other thing I just wanted to remind
people is that it's a better thing to talk about public
education than consumer education, especially since I think
at least a fair number of people around the table think that
business customers should share the responsibility for these
costs to be passed along to them one way or another, either
as a separate line item or as part of the rate that they
pay.

I think it's important for everybody who in one
way or another contributes to this fund to understand the
social benefits and the importance of it. So let's not Jjust
think that residential consumers need this information, but
talk about public education broadly.

MS. WILLIAMS: Let me summarize so far. Thanks,
Rayna, for volunteering. Some of the guiding principles
that have been discussed: simplicity, public education --

MS. ALWARD: Simplicity for consumers and not
necessarily —--
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MS. ALWARD:
and not --

MS. WILLTAMS:

MS. ALWARD:

MS. PALMER:
equity.

MS. WILLTAMS:

MS. PALMER:
one.

MS. WILLTAMS:
of —-

MS. PALMER:

MS. WILLIAMS:

MS. PALMER:

MS. WILLIAMS:

167
I can't hear you, Rayna.

Simplicity will be more to the public

Right.

And equity I think, simplicity and

I'm sorry, Susan.

Simplicity and equity I think are

Yes. Equity in terms of that all

That we all share --
Share --
-— share the responsibility.

-— share the burden or share the

responsibility. Another guiding principle is public

education.

MS. PALMER:

MS. WILLIAMS:

Not just consumer education.

Not just consumer education, but

public education on the social benefits of Universal

Service.
(Pause.)
MS. ALWARD:

Texas —-

We can call that the Valentine,
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(Laughter.)

MS. WILLIAMS: Ken, you had mentioned --

MR. McELDOWNEY: Well, I was wondering whether or
not -- and it sort of shades a little past or principle. I
wondered if there would be consensus around a sense that the
surcharges should not be applied to Lifeline customers since
they're benefitting from it.

A PARTICIPANT: Madame Chair, that is the
requirement from what I understand. One of the orders is
that Lifeline customers are not charged anyway, sSo it's
already mandated to all carriers --

MR. McELDOWNEY: I think --

A PARTICIPANT: They're not to be charged --

MR. McELDOWNEY: -- that was one of the gquestions
that was raised in the MPRM.

A PARTICIPANT: Mm-hmm.

MS. WILLIAMS: Could someone from the FCC staff --
and I believe you're correct, that the --

MR. GARNETT: My understanding is that -- is that
price cap -- local exchange carriers as part of the Calls
Order are not permitted to collect Universal Service charges
from Lifeline customers. Rate of return, local exchange
carriers, still have that ability to assess Universal
Service charges on Lifeline customers, I believe. If
someone knows something different --
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A PARTICIPANT: --

MR. GARNETT: Right, yes, that's also true.

MS. WILLTAMS: Susan?

MR. McELDOWNEY: Wait. I think -- was there -- is
a sense that would there be a consensus on that around the
table on exclusion of Lifeline customers?

(No response.)

MR. McELDOWNEY: Okay. Good.

MS. WILLIAMS: I would have to abstain because
from a wireless standpoint we don't have Lifeline customers.

Am I --

(Multiple voices.)

MR. McELDOWNEY: Certainly that's one of the
issues that are being considered in states like California
in terms of whether or not there should be -- given the --
given the penetration rate of wireless, whether or not we
should start considering wireless as a —-- you know, as a
possibility of Lifeline service. You Jjust hold your hand up
half up.

(Laughter.)

MS. WILLIAMS: Okay. That's -- I can tell you, I
would not be able to speak for CTIA in terms of whether
wireless could be part of the Lifeline program. That is
something -- that is an issue that I would have to take and
get Board approval.
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MR. McELDOWNEY: Well, I guess the way I worded

it, basically, was that wire line customers -- I mean
Lifeline customers would not be subject to the surcharge.
So i1t seems like that's independent. I don't think -- it
seems like you would still be able to support that. It's
just that sentence as opposed to broadening it.

MS. WILLTAMS: Yes?

MS. PALMER: I think it's just uncomfortable since
we're not -- it doesn't impact -- I mean --

MS. WILLIAMS: Right.

MS. PALMER: -- I would feel uncomfortable
responding because it doesn't impact us directly. So I
can't really weigh the consequences, but I certainly
wouldn't oppose, either.

MR. McELDOWNEY: Okay. That's a fair way of
saying it.

MS. WILLIAMS: Mike?

MR. DelCASINO: This is Mike DelCasino. To try it
another way, maybe we could state Ken's idea as a principle
that, for example, Lifeline -- that the Commission when it's
evaluating -- when it's coming to its decisions regarding
Universal Service Fund should consider exemption for
Lifeline customers as a principle.

MS. PALMER: Yeah. You could even broaden it to
say —-- I mean for specific categories such as Lifeline or
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situations where you have the need in terms of accessibility

for two lines for the same functional equivalency. So there
might be a broader way of saying it that would incorporate
that if people are comfortable with that, that there are
sometimes specific circumstances that may make exceptions
necessary.

MR. McELDOWNEY: Right. Certainly that's one of
the things we've done in California when there's been two
line -- when there's a need for two lines for the single
line functionality, they're both entitled to the Lifeline
coverage.

MS. WILLTAMS: Susan?

MS. GRANT: I don't want to gquibble, but I do.

(Laughter.)

MR. McELDOWNEY: Next?

(Laughter.)

MS. WILLIAMS: Okay. You know, that's fine.

(Laughter.)

MS. GRANT: I wonder i1f people would be agreeable
to substituting easy to understand for simplicity.
Simplicity makes me a little nervous because it could be
read as recommending a flat rate scenario which --

MS. WILLTAMS: I see.

MS. GRANT: -- a number of people, including
myself, have concerns about. It might be the simplest thing
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to do, but maybe not the most equitable thing. So if there

was an easy to understand way of computing it that would
make me more comfortable.

MS. WILLIAMS: Rayna?

MS. ALWARD: -—

MS. WILLIAMS: So we would change that to easy to
understand?

MS. ALWARD: Understandable.

MS. WILLIAMS: What about what I said earlier in
terms of accurate, easy to understand, and not misleading?

MS. O'REILLY: This is Kathleen O'Reilly. It
seems to me that to state as a principle something that is
already law is not particularly useful. The truth in
billing order of the FCC already compels that what is
disclosed is supposed to be truthful and not misleading.

By the same token, if I understood the principle
with respect to Lifeline, did I understand that as it's now
worded up on the board, it's for the FCC to consider
exempting Lifeline and potentially other customers?

MS. WILLIAMS: ©No. Susan, do you want to
rephrase?

MS. PALMER: I think -- I probably didn't word it
well, either. But it is to say to the FCC that there may be
exceptions that need to be examined. These could include
the Lifeline and the other issues around accessibility.

Heritage Reporting Corporation
(202) ©28-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

173
Somebody else, I'm sure, can word it much better

but that was the thought that I had.

MS. O'REILLY: Well, considering that they are
currently exempted and the Commission through its MPRM has
already indicated it is going to consider that, it Jjust
seems redundant to ask them to consider something they've
already said they're going to consider.

That we should either make it a strong principle
that we export exclusion for Lifeline customers or say
nothing.

MS. WILLIAMS: Kathleen, I don't know if you heard
the conversation that Susan and I had in terms of our
reluctance to even address Lifeline customers because
wireless does not have Lifeline --

MS. O'REILLY: Right. And I understand that many
people around the table from industry need to abstain. Even
though it may not affect your company, the precedent is
something that strategically your principles may not want to
have on the books.

But I think that the consumer and disability
representatives around the table would, hopefully, be in a
position to either support or not to support the exemption
for Lifeline customers and that that should be the driving
force behind our committee.

MS. WILLIAMS: What should be the driving force?
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MS. O'REILLY: -- point in asking the Commission

to consider exceptions that exist and to consider keeping
them when, in fact, they've made it very clear they are
going to consider keeping them.

MS. PALMER: I also said that I wouldn't oppose if
that's something that the rest of the group is talking
about. Certainly I think maybe it's to open it up and get a
sense from the other consumers, as well, i1if they feel
strongly about it or not.

MS. WILLIAMS: Michael?

MR. DelCASINO: Well, I guess I would just ask why
did the Commission ask the guestion in the MPRM?

MS. WILLIAMS: Good point.

MS. PALMER: Right. Right.

MS. O'REILLY: I think it's very disturbing they
asked the question and that this is our opportunity to take
away any doubt as to where we stand.

MR. McELDOWNEY: Yeah. I mean I think that one of
the things I just sort of am looking at there in the MPRM
and one of the issues they raised is they are worried or
expressed concern that exempting Lifeline customers would
cause a sharp fall in the fund. So it looks like there are
already pressures to start collecting it from Lifeline
customers.

MS. O'REILLY: Absolutely.
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MR. McELDOWNEY: So I think it's important for us

to state that we do not believe -- recognizing the need to
put it in the principle, that we do not believe that
Universal Service contributions should be collected from
Lifeline customers.

MR. KALTENBACH: 1I'd like to propose —-- this is
Matt Kaltenbach. I would like to propose that there's one
of two possible avenues we could take here.

If we choose to go through developing guiding
principles, the Commission has in its MPRM provided us six
specific scopes within their introduction which in general
describe the problems and then we have the opportunity of
providing guiding principles towards the scope of those
problems and some guidance.

If we choose to get more specific into the actual
structural inadequacies of it I would think that would
require a more detailed approach of the rest of the MPRM.

But we could probably be more effective by
providing some guidance towards at least a feedback or some
form of consensus view on the top six scope items in the
introduction without getting too much detail from the rest
of the MPRM.

That would allow us at least to be concise. It
will at least give us a voice and potentially take off line
some of the more technical issues of the MPRM.
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MS. O'REILLY: This is Kathleen O'Reilly.

MS. WILLIAMS: Kathleen, wait, wait, wait. One
second.

MS. O'REILLY: All right.

MS. WILLIAMS: Nancy has been waiting patiently.

MS. O'REILLY: But mine is a follow-up to the
point I made, if I might.

(Laughter.)

All right. 1I'll wait until I'm identified.

MS. NELSON: ©No. Go ahead. Go ahead. 1I'll wait.

MS. W